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February 12, 2021

The Honorable Chair and Members
of the Hawai‘i Public Utilities Commission
Kekuanao‘a Building, First Floor
465 South King Street
Honolulu, Hawai‘i 96813

Dear Commissioners:

Subject: Docket No. 2018-0165
Instituting a Proceeding to Investigate Integrated Grid Planning
Submission of an Updated Framework for Competitive Bidding

The Hawaiian Electric Companies?® respectfully request the Commission to review and
approve the updated Framework for Competitive Bidding ("CBF") which is attached as Exhibit 2.
The updated CBF is a result of the hard work and time put in by the Competitive Procurement
Working Group (“CPWG”) that is part of the Companies’ Integrated Grid Planning (“IGP”)
process.

l. Request for Approval of Updated CBF

Consistent with Order No. 35569, issued on July 12, 2018 in the subject proceeding, the
CPWG sought to identify areas for potential improvement and streamlining in the Commission’s
Framework for Competitive Bidding to reduce barriers to market participation and enable
integration with IGP. The original Competitive Bidding Framework was adopted by the
Commission on December 8, 2006 as part of Decision and Order No. 23121 in Docket 03-0372.
While that document has served a valued purpose the last 14 years, it no longer reflects the current
and future reality of procurements, including the technologies that need to be procured and the
speed at which such procurements need to occur in order to meet the State’s ambitious renewable
energy goals. The Companies believe the revisions reflected in the updated CBF are a necessary
modernization. With changes in technology and the natural evolution of the procurement process,
the Companies feel that this updated CBF reflects current procurement practices while having the
flexibility to accommodate future procurement-related developments.

Additionally, the cost recovery for the contingency plan costs and Independent Observer
costs, in the event the Companies contract with the Independent Observer, have been clarified
within the updated CBF. The update clarifies the costs that would be included for recovery and the
possible mechanisms that may be used for recovery, which are material issues as the Companies

! The “Hawaiian Electric Companies” or “Companies” refers to Hawaiian Electric Company, Inc., Maui Electric
Company, Limited, and Hawai‘i Electric Light Company, Inc.
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transition to the new Performance-Based Regulation framework being implemented pursuant to the
Commission’s Decision and Order No. 37507, issued on December 23, 2020 in Docket No. 2018-
0088.

1. Summary of Exhibits

The Hawaiian Electric Companies submit the following exhibits with this transmittal letter:

Exhibit 1: Evolution of the Updated Framework for Competitive Bidding
Provides a summary of the updated CBF.

Exhibit 2: Updated CBF
Document submitted for Commission review and approval.
Developed in the Integrated Grid Planning - Competitive
Procurement Working Group (CPWG). (Note that modifications to
the cost recovery mechanism can be found in Sections 111.C.6 and
VI of the updated CBF.)

Exhibit 3: Redline of existing CBF and updated CBF
Document showing the differences between the existing CBF and the
updated CBF.

Exhibit 4: CBF Change Summary Table

Highlights the CBF topics discussed in the CPWG meetings and the
eventual outcomes.

I1l. Conclusion

Based on the foregoing, the Companies respectfully request that the Commission review
and approve the updated CBF.

Sincerely,

/s/ Greg Shimokawa

Greg Shimokawa

Acting Director

Renewable Acquisition Division

Attachments

cc: Service List (with Attachments)

Hawaiian Electric PO BOX 2750, HONOLULU, HI 96840-0001
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Exhibit 1
Evolution of the Updated Framework for Competitive Bidding

This Exhibit 1 provides background information regarding the updated Framework for Competitive
Bidding (“CBF”) and covers the main CBF discussion points identified by the Competitive
Procurement Working Group (“CPWG”).

I. Background

The original CBF was adopted by the Commission on December 8, 2006 per Docket No. 03-0372
under Decision and Order No. 23121 to govern competitive bidding as a mechanism for acquiring or
building new energy generation in Hawai‘i. Integrated Grid Planning (“IGP”’) — CPWG was one of
the “ad-hoc working groups composed of subject matter experts to assist in key aspects of the IGP
process, including developing market-based procurement processes.” CPWG was tasked with
establishing a fair, efficient, streamlined procurement process that facilitates the procurement of
resources in alignment with Hawaiian Electric’s grid plans as identified through the IGP process.
CPWG conducted fourteen meetings in which participants from the Hawaiian Electric Companies,
the Commission, Consumer Advocate, independent power producers, various state and city agencies
and other various stakeholder groups provided their insight into the current Hawaian Electric
Companies’ procurement process which, among other things, culminated in the formation of the
updated CBF provided as Exhibit 2.

CPWG honed in on updating the CBF in the last seven working group meetings. In advance of each
of these meetings, the Companies would idenfity specific sections of the CBF to focus on. The
Companies would then send out draft CBFs that contained proposed redlines and comments on the
areas of focus prior to the meetings. In the meetings, vigorous discussions took place where
working group members debated the merits of the proposed changes. The Companies would take
the feedback gained from the meetings and incorporate it into the draft that would be presented at
the next CPWG meeting for further comments. CPWG members were also offered the opportunity
to submit written comments within a week or two following the working group meetings. This
method of feedback was integral to the development of the CBF as the Companies could consider
specific language modifications from CPWG members. This cycle continued until all sections of
the CBF were covered and all topics that were brought up in the CPWG meetings were deliberated.
After the proposed final version of the modified CBF was vetted with the working group in July
2020, additional comments were received and the Company convened an additional working group
meeting to discuss how such comments were addressed and any additional modifications.

I1.  Discussion Highlights

As noted above, the CPWG completed a comprehensive review of the CBF in its meetings. The
central issues are highlighted below while the CBF Change Summary Table provided as Exhibit 4
includes a comprehensive list of topics that were covered, along with notes on the eventual outcomes.
The CBF Change Summary Table also provides insight into the decision making process such as the

1 Order No. 35569, Instituting a Proceeding to Investigate the Integrated Grid Planning Process, issued July 12, 2018 in
Docket No. 2018-0165 at 15, referencing IGP Report at 17-18.
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background regarding why a particular edit was or was not included in the final CBF. Overall, the
approach that the CPWG took was to not be overly prescriptive with the revisions made to the CBF,
but rather to align with the larger IGP process and allow for greater flexibility to accommodate non-
generation technologies such as storage and non-wires alternatives, resulting in a document that will
require less future updates even if processes or technologies change.

Major areas on which the CPWG focused its review included:

A. Clarifying the Contingency and Parallel Plans
One of the initial topics discussed in CPWG was the distinction between and the
necessity of having both a contingency plan and a parallel plan as defined in the original
CBF. To avoid confusion and to simplify efforts to reflect a more practical
implementation of these original concepts, CPWG members have proposed to remove
the parallel plan term from the CBF and incoporporate any necessary concepts into the
definition of the contingency plan. The result of these discussions can be seen in the
modification of the “Contingency Plan” definition, the removal of the “Parallel Plan”
definition, and the modifications made to sections such as 11.D,1, I11.D.2, IV.B., IV.D,
VIl.b and VII.C.

B. Grid Needs Analysis, Grid Needs and System Resources
The original CBF focused on the procurement of Generation, Generation Resources and
Supply Side Resources identified through an Integrated Resource Plan (“IRP”). Since
the IRP no longer provides the basis to direct procurements, as it was succeded by the
Power Supply Improvement Plan and now IGP, CPWG recognized the need to update
the CBF to reflect a more fluid planning process due to advances in technology, new
planning methods currently being used to identifiy resources needed to meet near and
long-term energy needs, and utilizing transmission and distribution needs in the resource
needs identification steps.

The IGP Solution Sourcing Process Diagram shows the Companies’ new process flow
and identifies how new terms such as the Grid Needs Assessment?, Grid Needs?, and
System Resources* will be utilitzed in the IGP process. The updated CBF describes the
steps and process broadly to allow for more flexibility to meet the needs of the IGP
Solution Sourcing Process. This was done purposefully to allow more flexibility as we
move forward without the need to constantly update the CBF or to find ways to comply
with the CBF if planning processes change in the future.

C. Long-Term RFP
Another topic that was brought up in CPWG and in other working groups was the need

2 “Grid Needs Assessment” means the process step in the IGP where the technical analyses are conducted to determine
the generation, transmission, and distribution grid service(s) needs to meet state policy objectives, reliability standards,
among other goals, and presented to the Commission for review and approval or acceptance.

3 “Grid Needs” means the specific grid services (including but not limited to capacity, energy and ancillary services)
identified in the Grid Needs Assessment, including transmission and distribution system needs that may be addressed
through a Non-Wires Alternative. Grid Needs that are subject to the Framework generally does not apply to utility
equipment (i.e., transmission and distribution infrastructure, flexible AC transmission devices, materials, etc.) that are
normally procured through the utility’s procurement process for goods and services.

4 “System Resources” are the specific resources that will be acquired to meet the Grid Needs.
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for a long-term RFP track, specifically for projects that have longer developmental
timelines (8-12 year timeframe). The Companies acknowledge the issues discussed in
the working groups and have included a long-term RFP track in the IGP Solution
Sourcing Process Diagram. The topic of a long-term RFP was discussed in detail in the
context of the CBF with the CPWG. Presently, the group believes that the CBF is broad
and flexible enough to incorporate long-term RFPs and therefore has not proposed
specific updates at this time, and will work together to address specific issues in these
future procurements.

. Interconnection and Procurement Scoping

A topic that was given a significant amount of attention was interconnection and
procurement scoping. Many ideas were proposed and discussed to help address this
issue.> CPWG expressed that the information currently provided to assist with
estimating interconnection costs still results in extra financial risk on developers who are
not in control of all of the interconnection costs. Overestimating interconnection costs
could lead to more costly projects than necessary, while underestimating such costs may
call into question the viability of a particular project. CPWG debated the pros and cons
of each of the options raised by the working group. However, like the Long-Term RFP
topic, CPWG determined that it would be more effective to address interconnection and
procurement scoping in the particular procurements rather than being overly prescriptive
in the CBF. This will allow flexibility to implement multiple solutions and improve
upon processes continuously versus being bound to only the one option included in the
CBF.

While no changes were made to the CBF to address these issues, the Company took these
discussions very seriously and looked for immediate ways these issues could be
addressed in upcoming procurements.

First, the Company proposed a new approach in the CBRE Low to Moderate Income
(“LMI”) RFPs on a trial basis. In these CBRE LMI RFPs only, the Companies have
proposed to take responsibility for the construction of the company-owned
interconnection facilities (“COIF”’) which will eliminate the COIF costs from the RFP
responses. Based on the feedback from these RFPs, this method could be applied to
other RFPs going forward.

Second, the Companies have improved the quality of information provided in the RFP
documents, such as Appendix H, where more detailed interconnection information
should be helpful to proposers. While the Companies realize such steps will require
more work during the RFP preparation stages, the Companies and CPWG members
believe that the end result will be better and more competitive responses.

5 Possible solutions discussed with CPWG included: creating a savings incentive where the utility customers, utility and
developers would benefit from interconnection cost savings; having bids exclude the cost of Company Owned
Interconnection Facilities since developers have relatively little control over the utility’s design choices; requiring a
Commission or independent third party approval confirming the interconnection costs are prudent; requiring bidders to
obtain an initial high-level pre-bid interconnection estimate from the utility or an approved consultant which would
provide a much more accurate number when compared to the current system; and providing devleopers with a menu of
typical interconnection configurations.
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Third, CPWG discussions suggested that while broadly scoped Stage 1 and Stage 2 RFPs
gave developers great flexibility to determine many aspects of their proposal such as
technology, size, and location, it also complicated the development of their Proposal
response by requiring them to estimate customized and widely varying interconnection
configurations. CPWG discussions contemplated what effect narrowing the procurement
scope would be on the procurement results. The Lana‘i RFP, which is a unique
procurement seeking combined variable and CBRE generation, will provide a valuable
opportunity to explore this concept. For example, in the upcoming Lana‘i RFP: 1)
offering pre-selected sites allows work to be done in advance such as community
outreach and interconnection planning; 2) setting the technology up front means that
more specific interconnection requirements can be provided, which may lead to reduced
interconnection costs and the duration of any studies; and 3) specifiying a site, size, and
technology can streamline the overall evaluation process for proposers and the
Companies.

Although the Lana‘i RFP and CBRE LMI RFPs have not yet been completed, the
Companies believe that they could serve as potential models for improvements in process
and that further improvements and new ideas can be generated based on the results of
such RFPs.

1. Conclusion

Consistent with its initial objectives, CPWG performed an in-depth analysis of the Companies’
procurement process and the current CBF®. Based on this analysis, CPWG proceeded to develop an
updated CBF provided as Exhibit 2. Details on changes made to the CBF, as well as brief
summaries of the deliberations, can be found in the CBF Change Summary Table provided as
Exhibit 4.

The Companies appreciate the time and effort expended by CPWG members over the course of the
last two years. The hard work put in by CPWG members will play a big part in the Companies
procurements as we work together toward the State’s 2045 100% renewable energy mandate.

6 See Integrated Grid Planning Workplan, December 14, 2018 in Docket No. 2018-0165 at 70-72.
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FRAMEWORK FOR COMPETITIVE BIDDING
, 2020

STATE OF HAWAII
PUBLIC UTILITIES COMMISSION
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STATE OF HAWAII
PUBLIC UTILITIES COMMISSION

FRAMEWORK FOR COMPETITIVE BIDDING
, 2020

DEFINITIONS
As used in this Framework, unless the context clearly requires otherwise:

"Affiliate” means any person or entity that possesses an “affiliated interest” in a utility as
defined by Section 269-19.5, Hawai‘i Revised Statutes (“HRS”), including a utility’s parent
holding company but excluding a utility’s subsidiary or parent which is also a regulated
utility.

"Agreement” means an agreement or contract for an electric utility to purchase a System
Resource from a third party, pursuant to the terms of this Framework.

"CIP Approval Requirements" means the procedure set forth in the Commission's General
Order No. 7, Standards for Electricity Utility Service in the State of Hawaii, Paragraph
2.3(9), as modified by In re Kauai Island Util. Coop.. Docket No. 03-0256, Decision and
Order No. 21001, filed on May 27, 2004, and In re Hawaiian Elec. Co., Inc., Hawaii Elec.
Light Co.. Inc.. and Maui Elec. Co., Ltd., Docket No. 03-0257, Decision and Order No.
21002, filed on May 27, 2004. "In general, [the] commission's analysis of capital
expenditure applications involves a review of whether the project and its costs are
reasonable and consistent with the public interest, among other factors. If the commission
approves the [electric] utility's application, the commission in effect authorizes the utility to
commit funds for the project, subject to the proviso that 'no part of the project may be
included in the utility's rate base unless and until the project is in fact installed, and is used
and useful for public utility purposes.™ Decision and Order No. 21001, at 12; and Decision
and Order No. 21002, at 12.

"Code of Conduct" means a written code developed by the host electric utility and approved
by the Commission to ensure the fairness and integrity of the competitive bidding process,
in particular where the host utility or its Affiliate seeks to advance its own System Resource
proposal in response to an RFP. The "Code of Conduct" is more fully described in Part
IV.H.9.c of the Framework.

"Commission" means the Public Utilities Commission of the State of Hawai“i.

"Competitive bid" or "competitive bidding” means the mechanism established by this
Framework for acquiring a future System Resource or a block of System Resources by an
electric utility.

"Consumer Advocate” means the Division of Consumer Advocacy of the Department of
Commerce and Consumer Affairs, State of Hawaii.

3
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"Contingency Plan" means an electric utility's plan to provide either temporary or
permanent solutions to address a reliability or statutory need (including, for example, the
need to comply with reliability standards as discussed in Hawai ‘i Revised Statutes (“HRS”)
88 269-0141 through 269-0144 and with the State of Hawai‘i’s Renewable Portfolio
Standards law, as codified in HRS 88 269-91 through 269-95) as may result from an actual
or expected failure of an RFP process to produce a project selected in an RFP or a viable
project proposal (including any project not completed or delayed). The utility's
Contingency Plan may be different from the utility's bid. The term "utility's bid," as used
herein, refers to a utility's proposal advanced in response to a System Resource need that is
addressed by its RFP.

"Electric utility” or "utility” means a provider of electric utility service that is regulated by
and subject to the Commission's jurisdiction pursuant to Chapter 269, Hawai‘i Revised
Statutes.

"Framework™ means the Framework for Competitive Bidding dated , 2020,
adopted by the Commission in Docket No.

“Grid Needs” means the specific grid services (including but not limited to capacity, energy
and ancillary services) identified in the Grid Needs Assessment, including transmission and
distribution system needs that may be addressed through a Non-Wires Alternative. Grid
Needs that are subject to the Framework generally does not apply to utility equipment (i.e.,
transmission and distribution infrastructure, flexible AC transmission devices, materials,
etc.) that are normally procured through the utility’s procurement process for goods and
services.

“Grid Needs Assessment” means the process step in the IGP where the technical analyses
are conducted to determine the generation, transmission, and distribution grid service(s)
needs to meet state policy objectives, reliability standards, among other goals, and presented
to the Commission for review and approval or acceptance.

“IGP” or “Integrated Grid Planning” means an electric utility's planning process that aims
to integrate the Grid Needs Assessment planning analyses with the sourcing of market-
based solutions, which may include competitive bidding, to meet near and long-term
customer needs.

"Independent Observer" means the neutral person or entity retained by the electric utility or
Commission to monitor the utility's competitive bidding process, and to advise the utility
and Commission on matters arising out of the competitive bidding process, as described in
Part I11.C of the Framework.

“Non-Wires Alternative” means an electricity grid project that uses non-traditional
transmission and distribution (T&D) solutions, such as distributed generation (DG), energy
storage, energy efficiency (EE), demand response (DR) and grid software and controls, to
defer or avoid the need for conventional transmission and/or distribution infrastructure
investments.
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"Provider" means a System Resource provider that is not subject to the Commission's
regulation or jurisdiction as a public utility including, for example, developers and
aggregators.

"PURPA" means the Federal Public Utility Regulatory Policies Act of 1978, as amended.

"QF" means a cogeneration facility or a small power production facility that is a qualifying
facility under Subpart B of 18 Code of Federal Regulations §§ 292.201 - 292.211. See also
18 Code of Federal Regulations § 291.201(b)(l) (definition of "qualifying facility").

"RFP" means a written request for proposal issued by the electric utility to solicit bids from
interested third-parties, and where applicable from the utility or its Affiliate, to supply a
future System Resource or a block of System Resources to the utility to meet the utility’s
Grid Needs pursuant to the competitive bidding process.

“System Resources” are the specific resources that will be acquired to meet the Grid Needs.

CONTEXT FOR COMPETITIVE BIDDING
A. USE OF COMPETITIVE BIDDING

1. This Framework applies to electric utilities regulated by and subject to the
Commission's jurisdiction pursuant to Chapter 269, Hawai‘i Revised
Statutes and any participants in any competitive bidding process that this
Framework is applied to.

2. Competitive bidding, unless otherwise determined by the Commission, is
established as the required mechanism for acquiring System Resources
necessary to meet the Grid Needs. The following conditions and possible
exceptions apply:

a. Competitive bidding will benefit Hawai‘i when it: (i) facilitates an
electric utility's acquisition of System Resources in a cost-effective
and systematic manner; (ii) offers a means by which to acquire new
System Resources that are overall lower in cost, better performing
or installed sooner than the utility could otherwise achieve; (iii) does
not negatively impact the reliability and resilience or unduly
encumber the operation or maintenance of Hawai‘i's unique island
electric systems; (iv) promotes electric utility system reliability by
facilitating the timely acquisition of needed System Resources and
allowing the utility to adjust to changes in circumstances; (v) is
consistent with the IGP process; and (vi) is consistent with Hawai‘i's
renewable energy portfolio standards.

b. Under certain circumstances, to be considered by the Commission in
the context of an electric utility's request for waiver under Part 11.A.3,
below, competitive bidding may not be appropriate.  These

5
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circumstances include: (i) when competitive bidding will unduly
hinder the ability to add needed System Resources in a timely
fashion; (ii) when the utility and its customers will benefit more if
the System Resource is owned by the utility rather than by a third-
party (for example, when system reliability or safety will be
jeopardized by the utilization of a third-party resource); (iii) when
more cost-effective or better performing System Resources are more
likely to be acquired more efficiently through different procurement
processes; or (iv) when competitive bidding will impede or create a
disincentive for the achievement of IGP goals, renewable energy
portfolio standards or other government objectives and policies, or
conflict with requirements of other controlling laws, rules, or
regulations.

Other circumstances that could qualify for a waiver include (but are
not limited to): (i) the expansion or repowering of existing utility
generating units or other System Resources; (ii) the acquisition of
near-term System Resources for short-term needs; (iii) the acquisition
of power from a non-fossil fuel facility (such as a waste-to-energy
facility) that is being installed to meet a governmental objective; (iv)
the immediate acquisition of System Resources needed to respond to
an emergency situation; or (v) the lack of a sufficient market to support
a competitive procurement.

Furthermore, the Commission may waive this Framework or any part
thereof upon a showing that the waiver will likely result in the
acquisition of a System Resource, leading to a lower cost to the
utility's general body of customers, increase the reliability of a
utility’s system to the utility's general body of customers, facilitate
the transition to renewable generation, or is otherwise in the public
interest.

This Framework does not apply to any procurements ongoing, any
existing programs or tariffs, or any projects submitted for approval
to the Commission before this Framework was adopted, such as the
Kalaeloa Partners, L.P. 208 MW project (which is the subject of
Docket 2011-0351), the Hu Honua Bioenergy, LLC 21.5 MW
project (which is the subject of Docket No. 2017-0122), the Puna
Geothermal Venture 46 MW project (which is the subject of Docket
No. 2019-0333), the Paeahu Solar LLC 15 MW project (which is the
subject of Docket No. 2018-0433) and projects selected pursuant to
the utility’s RFPs for Variable Renewable Dispatchable Generation
Paired with Energy Storage (Docket Nos. 2017-0352 and 2019-
0178).

This Framework also does not apply to System Resources with
respect to: (i) System Resources with a net output of 5 MW or less
on the island of O‘ahu, 2.5 MW or less on the islands of Maui and

6
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Hawai‘i, and 250 kW or less on Moloka‘i and Lana‘i; (ii) System
Resources at substations and other sites installed by the utility on a
temporary basis to help address reserve margin shortfalls or to
enhance resiliency during emergency operations; (iii) customer-
sited, utility-owned System Resources that have been approved by
the Commission; (iv) System Resources under 1 MW installed for
"proof-of-concept™ or demonstration purposes; (v) extensions of an
Agreement for three years or less on substantially the same terms and
conditions as the Agreements and/or on more favorable terms and
conditions if it can be demonstrated that the extensions are in the
public interest; (vi) modifications of an Agreement to acquire
additional firm capacity or firm capacity from an existing facility, or
from a facility that is modified without a major air permit
modification if it can be demonstrated that the modifications are in
the public interest; and (vii) renegotiations of Agreements in
anticipation of their expiration, approved by the Commission.

g. When a competitive bidding process will be used to acquire a future
System Resource or a block of System Resources, the System
Resources acquired under a competitive bidding process must meet
the needs of the utility in terms of the reliability of the System
Resource, the characteristics of the System Resource required by the
utility, and the control the utility needs to exercise over operation and
maintenance of such System Resource in order to reasonably address
system integration and safety concerns.

3. The procedure for seeking a waiver is as follows:

a. For all proposed projects included in, or consistent with, identified
Grid Needs developed through a Grid Needs Assessment that have
not yet been filed with the Commission for approval or acceptance
as of the effective date of this Framework, and are subject to the
Framework pursuant to the terms set forth herein, any waiver request
shall be submitted to the Commission for approval no later than the
time the application for approval of such project is submitted to the
Commission.

b. An electric utility that seeks a waiver shall take all steps reasonably
required to submit its application for waiver as soon as practicable
such that, in the event the Commission denies the request, sufficient
time remains to conduct competitive bidding without imprudently
risking system reliability.

C. In no event shall a Commission decision granting a waiver be
construed as determinative of whether an electric utility acted
prudently in the matter.

d. Proposed projects included in, or consistent with, a Grid Needs
7
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Assessment conducted prior to the effective date of this Framework,
proposed projects procured under a previously approved or accepted
mechanism, or projects being submitted under approved programs
and/or tariffs, shall not be required to seek a waiver of this
Framework and this Framework shall not apply to such projects.

4. Exemption - ownership structure of an electric utility. Upon a showing that
an entity has an ownership structure in which there is no substantial
difference in economic interests between its owners and its customers, such
that the electric utility has no disincentive to pursue new projects through
competitive bidding, the Commission will exempt such entity from this
Framework.

SCOPE OF COMPETITIVE BIDDING

1. An electric utility's Grid Needs identified in a Grid Needs Assessment that
is reviewed and approved or accepted by the Commission, shall inform the
proposed scope of any RFP, or group of RFPs to be developed for the
identified System Resources to be procured. This Framework defines which
System Resource or block of System Resources are subject to competitive
bidding.

2. Competitive bidding shall enable the comparison of a wide range of System
Resource options that are capable individually or as a portfolio of meeting
the specific requirements of the RFPs.

3. Each electric utility shall take steps to provide notice of its RFPs, and to
encourage participation from a full range of prospective bidders. PURPA
qualifying facilities, Providers, the host utility, and its Affiliates, and other
utilities shall be eligible to participate in any RFP seeking System
Resources.

4, Competitive bidding processes may vary, provided those processes are
consistent with this Framework. An electric utility may establish a separate
process (such as a "set side” (for example, a special program approved by
the Commission, i.e. the Phase 2 Community Based Renewable Energy
tariff program for projects under 250 kW)," separate RFP process, or
standard form RFP) to acquire System Resources where such mechanisms
or processes are deemed more suitable to meet IGP objectives.

5. RFP processes shall be flexible and shall not include unreasonable
restrictions on sizes and types of projects considered, taking into account
the appropriate Grid Needs identified in a Grid Needs Assessment.

RELATIONSHIP TO INTEGRATED GRID PLANNING

1. The Grid Needs Assessment, presented to stakeholders and the Commission
for review and comment, shall identify Grid Needs. The identified Grid

8
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Needs applicable to each electric utility shall continue to be used to set the
strategic direction of resource planning by the electric utilities. In order for
competitive bidding to be effectively and efficiently integrated into a utility's
IGP process, stakeholders must work cooperatively to identify and adhere
to appropriate timelines, which may from time to time need to be expedited.

This Framework is intended to complement the IGP process.

A determination shall be made by the Commission as to whether a
competitive bidding process shall be used to acquire a System Resource or
a block of System Resources that are identified as Grid Needs in the Grid
Needs Assessment. Actual competitive bidding for System Resources will
normally occur after the Grid Needs are identified, reviewed and accepted
or approved by the Commission.

Integration of competitive bidding into the IGP process. The general
approach to integration has four parts, in sequence:

a. The electric utility conducts a Grid Needs Assessment, which will
identify those Grid Needs for which the utility proposes and
recommends to procure through competitive bidding or other
mechanisms or processes, and those resources for which the utility
seeks a waiver from competitive bidding.

b. The Commission accepts, approves, modifies, or rejects the Grid
Needs Assessment and the Grid Needs recommended to be acquired
through this Framework.

C. The electric utility conducts a competitive bidding process, for
System Resources to meet all or a portion of the Grid Needs
recommended for competitive bidding identified in the Grid Needs
Assessment step of the IGP process; such competitive bidding
process shall include the advance filing of a draft RFP with the
Commission.

d. The electric utility selects a winner from the bidders. But see Part
I1.C.6, below, concerning the process when there are no bidders
worth choosing.

An evaluation of bids in a competitive bidding process may reveal desirable
projects that were not included in the Grid Needs identified through the Grid
Needs Assessment. These projects may be selected if it can be demonstrated
that the project is consistent with an approved or accepted Grid Needs
Assessment and that such action is expected to benefit the utility and/or its
customers.

An evaluation of bids in a competitive bidding process may reveal that the
acquisition of any of the requested System Resources in the bid will not assist
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the utility in fulfilling its obligations to its customers. In such a case, the
utility may determine not to acquire such System Resources and shall notify
the Commission accordingly.

D. MITIGATION OF RISKS ASSOCIATED WITH COMPETITIVE
BIDDING

1. To carry out its competitive bidding obligations consistently with its
resource sufficiency obligations, the electric utility must conduct, or
consider conducting, two types of activities: self-build and contingency
planning. The utility's self-build obligation is addressed in Parts VI.A.1,
VI.C and VI.E, below. The electric utility's contingency planning activities
are discussed in Part 11.D.2 below.

2. In consideration of the isolated nature of the island utility systems, the utility
may use a Contingency Plan option to address a near-term reliability or
statutory need as results from an actual or expected failure of an RFP process
to produce a viable project proposal, or of a project selected in an RFP. The
electric utility shall use prudent electric utility practices to determine the
nature, amount, and timing of the contingency planning activities and take
into account (without limitation) the cost of contingency planning and the
probability of third-party failure. The electric utility's Contingency Plan may
differ from that proposed in the electric utility's self-build bid. For each
project that is subject to competitive bidding, the electric utility shall submit
a report on the cost of contingency planning upon the Commission's request.

3. The electric utility may require bidders (subject to the Commission's
approval with other elements of a proposed RFP) to offer the utility the
option to purchase the project under certain conditions or in the event of
default by the seller (i.e., the bidder), subject to commercially reasonable
payment terms.

I, ROLES IN COMPETITIVE BIDDING

A. ELECTRIC UTILITY

1. The role of the host electric utility in the competitive bidding process shall
include:

a. Designing the solicitation process, establishing evaluation criteria
consistent with its overall IGP process, and specifying timelines;

b. Designing the RFP documents and proposed forms of Agreements
and other contracts;

C. Implementing and managing the RFP process, including
communications with bidders;
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d. Evaluating the bids received;

e. Selecting the bids for negotiations based on established criteria;

f. Negotiating contracts with selected bidders;

g. Determining, where and when feasible, the interconnection facilities

and transmission and distribution upgrades necessary to
accommodate new System Resources;

h. Competing in the solicitation process with a self-build option at its
discretion; and

I. Providing the Independent Observer with all requested information
related to the relevant procurement.

Access to Utility Sites. The utility shall consider, on a case-by-case basis
before an RFP is issued, offering at its sole discretion one or several utility-
owned or controlled sites to bidders in an applicable competitive bidding
process. The utility shall consider such factors as:

a. The anticipated specific non-technical terms of potential proposals.

b. The feasibility of the installation. Examples of the factors that may
need to be examined in order to evaluate the feasibility of the
installation may include, but are not be limited to the following:

0] Specific physical and technical parameters of anticipated
non-utility installations, such as the technology that may be
installed, space and land area requirements, topographic,
slope and geotechnical constraints, fuel logistics, water
requirements, number of site personnel, access requirements,
waste and emissions from operations, noise profile, electrical
interconnection requirements, and physical profile; and

(i)  How the operation, maintenance, and construction of each
installation will affect factors such as security at the site, land
ownership issues, land use and permit considerations (e.g.,
compatibility of the proposed development with present and
planned land uses), existing and new environmental permits
and licenses, impact on operations and maintenance of
existing and future facilities, impact to the surrounding
community, change in zoning permit conditions, and safety
of utility personnel.

C. The utility's anticipated future use of the site. Examples of why it
may be beneficial for the utility to maintain site control may include,
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but are not limited to the following: (i) to ensure that System
Resources can be constructed to meet system reliability
requirements; (ii) to retain flexibility for the utility to perform crucial
contingency planning for a utility owned option to back-up any
potential unfulfilled commitments, if any, of third-party developers
of System Resources; and (iii) to retain the flexibility for the utility
to acquire the unique efficiency gains from expansion of existing
transmission and distribution facilities or combined-cycle
conversions and repowering projects of existing utility simple-cycle
combustion turbines and steam fired generating facilities,
respectively.

d. The effect on competitive forces of denying bidders the ability to use
the site, taking into account whether the unavailability of adequate
sites for non-utility bidders gives the electric utility a competitive
advantage.

e. Where the utility has chosen not to offer a site to a third-party, the
electric utility shall present its reasons, specific to the project and
sites at issue, in writing to the Independent Observer and the
Commission.

3. The utility shall submit to the Commission for review and approval
(subject to modification if necessary), a Code of Conduct described in
Part IV.H.9.c, below, with the draft RFP. The utility shall follow the
Code of Conduct prior to the commencement of the RFP drafting even
while such Code of Conduct is pending before the Commission for
review and approval.

4, The utility shall ensure third party bidders be provided the same type of
information to develop proposals as is provided to those developing self-
build or Affiliate-bid proposals.

HAWAII PUBLIC UTILITIES COMMISSION

1. The primary role of the Commission is to ensure that: (a) each
competitive bidding process conducted pursuant to this Framework is
fair in its design and implementation so that selection is based on the
merits; (b) System Resources selected through competitive bidding
processes are consistent with the Grid Needs identified in the Commission
approved/accepted Grid Needs Assessment; (c) the electric utility's actions
represent prudent practices; and (d) throughout the process, the utility's
interests are aligned with the public interest even where the utility has
dual roles as designer and participant.

2. The Commission may review, and at its option, approve or modify, each
proposed RFP before it is issued, including any proposed form of
contracts and other documentation that will accompany the RFP. The

12



EXHIBIT 2
PAGE 13 OF 31

Commission may determine in certain applications that it may pre-
approve a form RFP in lieu of approving each individual RFP. If a form
RFP is approved, any modifications to such form, other than insertion of
the specific Grid Needs being procured, would require approval by the
Commission.

3. The Commission shall be the final arbiter of disputes that arise among
parties in relation to a utility's competitive bidding process, to the extent
described in Part V, below.

4, The Commission shall review, and approve or reject, the contracts that
result from competitive bidding processes conducted pursuant to this
Framework, in a separate docket upon application by the utility in which
the expedited process in Part 111.B.7 shall not apply. In reviewing such
contracts, the Commission may establish review processes that are
appropriate to the specific circumstances of each solicitation, including
the time constraints that apply to each commercial transaction.

5. If the utility identifies its self-build project for Grid Needs as superior to
third party bid proposals, the utility shall seek Commission approval in
keeping with established CIP Approval Requirements.

6. The Commission shall review any complaint that the electric utility is not
complying with the Framework, pursuant to PartV.

7. Timely Commission review, approval, consent, or other action described in
this Framework is essential to the efficient and effective execution of this
competitive bidding process. Accordingly, to expedite Commission action
in this competitive bidding process, whenever Commission review,
approval, consent, or action is required under this Framework, the
Commission may do so in an informal expedited process. The Commission
hereby authorizes its Chair, or his or her designee (which designee, may be
another Commissioner, a member of the Commission staff, Commission
hearings officer, or a Commission hired consultant), in consultation with
other Commissioners, Commission staff, and the Independent Observer, to
take any such action on behalf of the Commission.

C. INDEPENDENT OBSERVER

1. An Independent Observer is required whenever the utility or its Affiliate
seeks to advance a project proposal (i.e., in competition with those offered
by bidders) in response to a need that is addressed by its RFP, or when the
Commission otherwise determines. Unless otherwise determined by the
Commission, an Independent Observer will monitor the competitive bidding
process and will report on the progress and results to the Commission,
sufficiently early so that the Commission is able to address any defects and
allow competitive bidding to occur in time to meet the utility’s Grid Needs.
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Any interaction between a utility and bidder, including a utility’s self-build
team or Affiliate during the course of a solicitation process, beginning with
the preparation of the RFP, shall be closely monitored by the Independent
Observer. Specific tasks to be performed by the Independent Observer shall
be identified by the utility in its proposed RFP and as may be required by the
Commission.

Independent Observer obligations. The Independent Observer will have
duties and obligations in two areas: Advisory and Monitoring.

a. Advisory. The Independent Observer shall:
0] Certify to the Commission that at each of the following steps,

the electric utility's judgments created no unearned advantage
for any bidder, or, when applicable, the electric utility or any

Affiliate:
(1) Pre-qualification criteria;
2 RFP;

3) Model Agreements to be attached to the RFP;

(4)  Selection criteria;

(5) Evaluation of bids;

(6) Final decision to purchase System Resources or
proceed with self-build option when applicable; and

(7) Negotiation of contracts.

(i) Advise the electric utility on its decision-making during, and
with respect to, each of the electric utility's actions listed in
the preceding item;

(ili)  Review stakeholder comments submitted in response to
draft RFP and model Agreements and advise the utility on
the consideration of proposed changes that may improve
the process or results of the RFP;

(iv)  Report immediately to the electric utility's executive in
charge of ensuring compliance with this Framework, and
the Commission, any deviations from the Framework or
violations of any procurement rules;

(V) After the electric utility's procurement selection is
completed, provide the Commissionwith:

(1)  An overall assessment of whether the goals of the
RFP were achieved, such goals to include without
limitation the attraction of a sufficient number of
bidders and the elimination of actual or perceived
utility favoritism for its own or an Affiliate's
project; and
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(2) Recommendations  for  improving  future
competitive bidding processes.

(vi)  Beavailable to the Commission as a witness if required to
evaluate a complaint filed against an electric utility for
non-compliance with this Framework, or if required in a
future regulatory proceeding if questions of prudence
arise.

b. Monitoring. The Independent Observer shall:

() Monitor all steps in a competitive bidding process,
beginning upon Commission’s approval or acceptance of
the Grid Needs Assessment;

(i)  Monitor  communications (and  communications
protocols) with bidders;

(iit) ~ Monitor adherence to Codes of Conduct;
(iv)  Monitor contract negotiations with bidders;

(V) Monitor all interactions between the electric utility and
any bidder during all events affecting a solicitation
process; and

(vi)  Report to the Commission on monitoring results during each
stage of the competitive process sufficiently early so that the
Commission can correct defects or eliminate uncertainties
without endangering project milestones.

The Independent Observer shall have no decision-making authority, and no
obligation to resolve disputes, but may offer to mediate between disputing
parties.

The Independent Observer shall provide comments and recommendations to

the Commission, at the Commission's request, to assist in resolving disputes
or in making any required determinations under this Framework.

Independent Observer qualifications. The Independent Observer shall be
qualified for the tasks the observer must perform. Specifically, the
Independent Observer shall:

a. Be knowledgeable about, or be able rapidly to absorb knowledge
about, any unique characteristics and needs of the electric utility;

b. Be knowledgeable about the characteristics and needs of small, non-
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interconnected island electric grids, and be aware of the unique
challenges and operational requirements of such systems;

C. Have the necessary experience and familiarity with utility modeling
capability, transmission and/or distribution system planning,
operational characteristics, and other factors that affect project
selection;

d. Have a working knowledge of common operational, technical and
contract terms applicable to System Resources as well as appropriate
contract negotiation processes applicable to System Resource
procurement;

e. Be able to work effectively with the electric utility, the Commission,
and its staff during the bid process; and

f. Demonstrate impartiality.

Selection and contracting. The electric utility or the Commission shall: (a)
identify qualified candidates for the role of Independent Observer (and also
shall consider qualified candidates identified by prospective participants in
the competitive bidding process); (b) seek Commission and electric utility
approval of the final list of qualified candidates; and (c) select an
Independent Observer from among the final list of qualified candidates. The
contract with the Independent Observer shall be acceptable to the electric
utility and the Commission, and provide, among other matters, that the
Independent Observer: (a) report to the Commission and carry out such
tasks as directed by the Commission, including the tasks described in this
Framework; (b) cannot be terminated and payment cannot be withheld
without the consent of the Commission; and (c) can be terminated by the
Commission without the utility's consent, if the Commission deems it to be
in the public interest in the furtherance of the objectives of this Framework
to do so. In the event the electric utility contracts with the Independent
Observer, the utility is allowed to defer prudently incurred Independent
Observer costs (included in a deferred debit account), and the balance would
be amortized to expense over five years (or a reasonable period determined
by the Commission), beginning when rates that reflect such costs are
effective (when a separate cost recovery mechanism is effective, or interim
or final rates in a general rate case). Carrying charges, based on the utility’s
allowance for funds used during construction (“AFUDC?”) rate, would apply
monthly for the cost in the deferred debit account and included in the
deferred debit account until the onset of amortization. The amortization
expense would be included in the utility revenue requirement and the
unamortized balance would be included in rate base when there is a general
rate case. In the event that a general rate case is replaced by another
Commission approved regulatory process or mechanism, the utility may
recover prudently incurred Independent Observer costs upon Commission
approval through the Commission approved regulatory process or

16



EXHIBIT 2
PAGE 17 OF 31

mechanism. Subject to Commission approval, the utility may also recover
such costs through the major project interim recovery (“MPIR”) adjustment
mechanism, Exceptional Project Recovery Mechanism (“EPRM”),
renewable energy infrastructure program (“REIP”) surcharge or other
recovery mechanism until such costs are recovered through effective rates
approved in a rate case or other Commission approved regulatory process or
mechanism.

7. As part of the RFP design process, the utility shall develop procedures to be
included in the RFP by which any participant in the competitive bidding
process may present to the Commission, for review and resolution, positions
that differ from those of the Independent Observer (i.e., in the event the
Independent Observer makes any representations to the Commission upon
which the participant does not agree).

IvV. ITHEREOQUEST FOR PROPOSALS PROCESS
A. GENERAL

1. Competitive bidding shall be structured and implemented in a way that
facilitates an electric utility's acquisition of System Resources identified in a
utility's Grid Needs Assessment. Direct costs and benefits incurred or
received by the utility and its customers shall be taken into account in the
bid evaluation and selection process.

2. Competitive bidding shall be structured and implemented in a flexible and
efficient manner that promotes electric utility system reliability by
facilitating the timely acquisition of needed System Resources and allowing
the utility to adjust to changes in circumstances.

a. The implementation of competitive bidding cannot be allowed to
negatively impact reliability of the electric utility system.

b. The System Resources acquired under a competitive bidding process
must meet the needs of the utility in terms of the reliability of the
System Resources, the characteristics of the System Resources
required by the utility, and the control the utility needs to exercise
over operation and maintenance in order to minimize system
integration concerns.

3. The competitive bidding process shall ensure that proposals and bidders
are judged on the merits, without being unduly burdensome to the
electric utilities or the Commission.

a. The competitive bidding process shall include an RFP and
supporting documentation by which the utility sets forth the
requirements to be fulfilled by bidders and describes the process
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by which it will: (i) conduct its solicitation; (ii) obtain consistent
and accurate information on which to evaluate bids; (iii)
implement a consistent and equitable evaluation process; and (iv)
systematically document its determinations. The RFP shall also
describe the role of the Independent Observer and bidders'
opportunities for challenges and for dispute resolution.

b. When a utility advances its own project proposal (i.e., in
competition with those offered by bidders) or accepts a bid from
an Affiliate, the utility shall take all reasonable steps, including
any steps required by the Commission, to mitigate concerns over
an unfair or unearned competitive advantage that may exist or
reasonably be perceived by other bidders or stakeholders.

4, If a Provider or Affiliate proposal is selected as a result of the RFP
process, one or more contracts are the expected result. Proposed forms
of Agreements and other contracts that may result from the RFP process
shall be included with each RFP. The RFP shall specify whether any
opportunity exists to propose or negotiate changes to the proposed form
of Agreement or contract.

B. DESIGNOFTHE COMPETITIVE BIDDING SOLICITATION PROCESS

1. The competitive bidding solicitation process shall include the following:
a. Design of the RFP and supporting documents;
b. Issuance of the draft and final RFP;
C. Development and submission of proposals by bidders;
d. A "multi-stage evaluation process™ to reduce bids down to a short

list and/or "award group” as appropriate for a particular RFP (i.e.,
a process that may include, without limitation: (i) receipt of the
proposals; (ii) completeness check; (iii) threshold or minimum
requirements evaluation; (iv) initial evaluation including price
screen/non-price assessment; (v) selection of a short list; (vi)
detailed evaluation or portfolio development; and (vii) selection of
final award group for contract negotiation);

e. Contract negotiations (when a third-party bid is selected); and

f. Commission approval of any resulting contract or selected self-build
project, if required by the Commission.

2. The RFP shall identify any unique system requirements and provide
information regarding the requirements of the utility, important resource
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attributes, desired options and criteria used for the evaluation. For example,
If the utility values dispatchability or operating flexibility, the RFP shall:
(a) request that a bidder offer such an option; and (b) explain how the utility
will evaluate the impacts of dispatchability or operational flexibility in the
bid evaluation process.

The RFP (including the response package, proposed forms of Agreements
and other contracts) shall describe the bidding guidelines, the bidding
requirements to guide bidders in preparing and submitting their proposals,
the general bid evaluation and selection criteria, the risk factors important to
the utility, and, to the extent practicable, the schedule for all steps in the
bidding process.

The utility may charge bidders a reasonable fee, to be reviewed by the
Independent Observer, for participating in the RFP process.

Other Content of RFP. The RFP shall also contain:

a. The circumstances under which an electric utility and/or its Affiliates
may participate;

b. An explanation of the procedures by which any person may present
to the Commission positions that differ from those of the
Independent Observer; and

C. A statement that if disputes arise under this Framework, the dispute
resolution process established in this Framework will control.

The process leading to the distribution of the RFP shall include the following
steps (each step to be monitored and reported on by the Independent
Observer), unless the Commission modifies this process for a particular
competitive bid:

a. The utility designs a draft RFP, then files its draft RFP and
supporting documentation with the Commission;

b. The Commission holds a status conference, where the utility
presents the details of the RFP and interested parties (which may
include potential bidders) are provided the opportunity to ask
questions regarding the draft RFP;

C. Interested parties submit comments on the draft RFP to the utility
and the Commission;

d. The utility determines, with advice from the Independent
Observer, whether and how to incorporate recommendations
from interested parties in the draft RFP;

e. The utility submits its final, proposed RFP to the Commission for
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its review and approval (and modification if necessary) according
to the following procedure:

() The Independent Observer shall submit its comments and
recommendations to the Commission concerning the RFP
and all attachments, simultaneously with the electric
utility's proposed RFP.

(ii)  The utility shall have the right to issue the RFP if the
Commission does not direct the utility to do otherwise
within thirty (30) days after the Commission receives the
proposed RFP and the Independent Observer's comments
and recommendations.

7. A pre-qualification requirement is a requirement that a bidder must
satisfy to be eligible to bid. A pre-qualification process may be
incorporated in the design of some bidding processes, depending on the
specific circumstances of the utility and its resource needs. Any pre-
qualification requirements shall apply equally to independent bidders,
the electric utility's self-build bid, and the bid of any utility's Affiliate.

8. As part of the RFP design process, the utility shall develop and specify
the type and form of threshold criteria that will apply to all bidders,
including the utility's self-build proposals. Examples of potential
threshold criteria include requirements that bidders have site control,
maintain a specified credit rating, and demonstrate that their proposed
technologies are mature.

9. The RFP design process shall address credit requirements and security
provisions, which apply to: (a) the qualification of bidders; and (b) bid
evaluation processes.

10.  The utility shall have the discretion to modify the RFP or solicit
additional bids from bidders after reviewing the initial bids, provided that
such discretion is clearly identified in the RFP and any modification is
reviewed by the Independent Observer and submitted to the Commission
along with the Independent Observer's comments. The electric utility
may issue the modified RFP thirty (30) days after the Commission has
received these materials, unless the Commission directs otherwise.

11.  All involved parties shall plan, collaborate, and endeavor to issue the final
RFP within ninety (90) days from the date the electric utility submits the
draft RFP to the Commission.

FORMS OF CONTRACTS

1. The RFP shall include proposed forms of Agreements and other contracts,
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with commercially reasonable terms and conditions that properly allocate
risks among the contracting parties in light of circumstances. The terms and
conditions of the contracts shall be specified to the extent practical, so that
bidders are aware of, among other things, performance requirements, pricing
options, key provisions that affect risk allocation (including those identified
in sub-paragraph 2 below), and provisions that may be subject to negotiation.
Where contract provisions are not finalized or provided in advance of RFP
issuance (e.g., because certain contract provisions must reflect features of
the winning bidder's proposal such as technology or location), the RFP shall
so indicate.

2. The provisions of a proposed contract shall address matters such as the
following (unless inapplicable): (a) reasonable credit assurance and security
requirements appropriate to an island system that reasonably compensates
the utility and its customers if the project sponsor fails to perform; (b)
contract buyout and project acquisition provisions; (c) in-service date delay
and acceleration provisions; and (d) liquidated damage provisions that reflect
risks to the utility and its customers.

3. The RFP shall specify which terms in the proposed forms of contract, if any,
are not subject to negotiation or alternative proposals, subject to approval of
the RFP by the Commission. Bidders may submit alternative language as
part of their bids, provided that any such variation is not inconsistent with
any identified Grid Needs.

ISSUANCE OF THE RFP AND DEVELOPMENT OF PROPOSALS

1. Each electric utility shall take steps to provide notice of its RFPs to, and
encourage participation from, the full community of prospective bidders.

2. Bidders may be required to submit a "notice of intent to bid" to the
electric utility.

3. The electric utility shall develop and implement a formal process to
respond to bidders' questions.

4, The electric utility may conduct a bidders' conference.

5. The electric utility shall provide bidders with access to information
through a website where it can post documents and information.

6. The process shall require all third-party bids to be submitted by the
deadline specified in the RFP, except that the utility’s self-build bid shall
be submitted one day in advance.

7. Bids may be deemed non-conforming if they do not meet the RFP
requirements or provide all of the material information requested in an
RFP. At the utility's discretion, in consultation with the Independent
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Observer, the utility may elect to: (i) consider a non-conforming bid as
eligible in the RFP provided it is not inconsistent with any identified Grid
Needs; (ii) give proposals that are non-conforming additional time to
remedy their non-conformity; or (iii) decline to consider any bid that is
non-conforming.

BID EVALUATION / SELECTION CRITERIA

1. The utility, monitored by the Independent Observer, shall compare bids
received.
2. The evaluation criteria and the respective weight or consideration given

to each such criterion in the bid evaluation process may vary from one
RFP to another.

3. The bid evaluation process shall include consideration of differences
between bidders with respect to proposed contract provisions, and
differences in anticipated compliance with such provisions, including but
not limited to provisions intended to ensure:

a. System Resource and electric system reliability;
b. Appropriate risk allocations;
C. Counter-party creditworthiness; and

d. Bidder qualification.

4. Proposals shall be evaluated based on a consistent and reasonable set of
economic and fuel price assumptions, to be specified in the RFP.

5. Both price and non-price evaluation criteria, shall be described in the RFP,
and shall be considered in evaluating proposals.

6. In evaluating competing proposals, all relevant incremental costs to the
electric utility and its customers shall be considered. These may include
transmission costs, distribution costs and system impacts, and the reasonably
foreseeable balance sheet and related financial impacts of competing
proposals.

7. The impact of service(s) from System Resources that a utility already has on
its system, in terms of reliability and dispatchability, and the impacts that
increasing the amount of service(s) from new System Resources may have,
in terms of reliability and dispatchability, shall be taken into account in the
bid evaluation. The RFP shall specify the methodology for considering this
effect. Such methodology shall not cause double-counting with the financial
effects discussed in sub-paragraph 6, above, and sub-paragraph 8, below.
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8. The impact of System Resource costs on the utility's balance sheets, and the
potential for resulting utility credit downgrades (and higher borrowing
costs), may be accounted for in the bid evaluation. Where the utility has to
restructure its balance sheet and increase the percentage of more costly
equity financing in order to offset the impacts of purchasing service(s) from
a third party owned System Resource on its balance sheet, this rebalancing
cost shall also be taken into account in evaluating the total cost of a proposal
for a new System Resource if third party owned, and it may be a requirement
that bidders provide all information necessary to complete these evaluations.
The RFP shall describe the methodology for considering financial effects.

0. The type and form of non-price threshold criteria shall be identified in the
RFP. Such threshold criteria may include, among other criteria, the
following:

a. Project development feasibility criteria (e.g., siting status, ability to
finance, environmental permitting status, commercial operation date
certainty, engineering design, fuel supply status, bidder experience,
participant acquisition strategy, conformance with utility
information assurance and security policies and reliability of the
technology);

b. Project operational viability criteria (e.g., operation and maintenance
plan, financial strength, environmental compliance, and
environmental impact);

C. Operating profile criteria (e.g., dispatching and scheduling,
coordination of maintenance, operating profile such as ramp
rates, and quick start capability); and

d. Flexibility criteria (e.g., in-service date flexibility, expansion
capability, contract term, contract buy-out options, fuel
flexibility, and stability of the price proposal).

10.  The weights for each non-price criterion shall be fully specified by the
utility in advance of the submission of bids, as they may be based on an
iterative process that takes into account the relative importance of each
criterion given system needs and circumstances in the context of a
particular RFP. The Commission, however, may approve of less than
full specification prior to issuance of the RFP. Since the subjectivity
inherent in non-price criteria creates risk of bias and diminution in
bidders' trust of the process, the RFP must specify likely areas of non-
price evaluation, and the evaluation process must be closely monitored
and publicly reported on by the Independent Observer.

F. EVALUATION OF THE BIDS
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1. The evaluation and selection process shall be identified in the RFP, and
may vary based on the scope of the RFP. In some RFP processes, a multi-
stage evaluation process may be appropriate.

2. The electric utility shall document the evaluation and selection process
for each RFP process for review by the Commission in approving the
outcome of the process (i.e., in approving an Agreement or a utility self-
build proposal).

3. A detailed system evaluation process, which uses models and
methodologies that are consistent with those used in the utility's Grid
Needs Assessment, may be used to evaluate bids. In anticipation of such
evaluation processes, the RFP shall specify the data required of bidders.

G. CONTRACT NEGOTIATIONS

1. There may be opportunities to negotiate price and non-price terms to
enhance the value of the contract for the bidder, the utility, and its
customers. Negotiations shall be monitored and reported upon by the
Independent Observer.

2. The electric utility may use competitive negotiations among short-listed
bidders.

H. FAIRNESS PROVISIONS AND TRANSPARENCY
1. The competitive bidding process shall judge all bidders on the merits only.

2. During the bidding process, the electric utility shall treat all bidders,
including any utility Affiliate, the same in terms of access to information,
time of receipt of information, and response to questions.

3. A "closed bidding process" is generally anticipated, rather than an "open
bidding process.” Under one type of closed bidding process, bidders are
informed through the RFP of: (a) the process that will be used to evaluate
and select proposals; (b) the general bid evaluation and selection criteria;
and (c) the proposed forms of Agreements and other contracts. However,
bidders shall not have access to the utility's bid evaluation models, the
detailed criteria used to evaluate bids, or information contained in
proposals submitted by other bidders.

4, If the electric utility chooses to use a closed process:

a. The utility shall provide the Independent Observer, if an
Independent Observer is required, with all the necessary
information to allow the Independent Observer to understand the
model and to enable the Independent Observer to observe the
entire analysis in order to ensure a fair process; and
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b. After the utility has selected a bidder, the utility shall meet with
the losing bidder or bidders to provide a general assessment of the
losing bidder's specific proposal if requested by the losing bidder
within seven (7) days of the selection.

The host electric utility shall be allowed to consider its own self-bid
proposals in response to Grid Needs identified in its RFP.

Procedures shall be developed by the utility prior to the initiation of the
bidding process to define the roles of the members of its various project
teams, to outline communications processes with bidders, and to address
confidentiality of the information provided by bidders. Such procedures
shall be submitted in advance to the Independent Observer and the
Commission for comment.

If the IGP process indicates that a competitive bidding process will be used
to acquire a System Resource or a block of System Resources to meet all or
a portion of the Grid Needs, then the utility will indicate, in the submittal of
its draft RFP to the Commission for review, which of the RFP process
guidelines will be followed, the reasons why other guidelines will not be
followed in whole or in part, and other process steps proposed based on good
solicitation practice; provided that the Commission may require that other
process steps be followed.

If proposed, utility self-build projects or other utility-owned projects, or
projects owned by an Affiliate of the host utility, are to be compared against
third party proposals obtained through an RFP process. The Independent
Observer shall monitor the utility's conduct of its RFP process, advise the
utility if there are any fairness issues, and report to the Commission at
various steps of the process, to the extent prescribed by the Commission.
Specific tasks to be performed by the Independent Observer shall be
identified by the utility in its proposed RFP submitted to the Commission for
approval. The Independent Observer will review and track the utility's
execution of the RFP process to ascertain that no undue preference is given
to an Affiliate, the Affiliate’s bid, or to self-build or other utility-owned
facilities. The Independent Observer's review shall include, to the extent the
Commission or the Independent Observer deems necessary, each of the
following steps, in addition to any steps the Commission or Independent
Observer may add: (a) reviewing the draft RFP and the utility's evaluation
of bids, monitoring communications (and communications protocols) with
bidders; (b) monitoring adherence to codes of conduct, and monitoring
contract negotiations with bidders; (c) assessing the utility's evaluation of
Affiliate bids, and self-build or other utility-owned projects; and (d)
assessing the utility's evaluation of an appropriate number of other bids. The
utility shall provide the Independent Observer with all requested
information. Such information may include, without limitation, the utility's
evaluation of the unique risks and advantages associated with the utility self-
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build or other utility-owned projects, including the regulatory treatment of
construction cost variances (both underages and overages) and costs related
to equipment performance, contract terms offered to or required of bidders
that affect the allocation of risks, and other risks and advantages of utility
self-build or other utility-owned projects to consumers. The Independent
Observer may validate the criteria used to evaluate Affiliate bids and self-
build or other utility-owned facilities, and the evaluation of Affiliate bids
and self-build or other utility-owned facilities. In order to accomplish these
tasks, the utility, in conjunction with the Independent Observer, shall
propose methods for making fair comparisons (considering both cost and
risks) between the utility-owned or self-build facilities and third-party
facilities.

Where the electric utility is responding to its own RFP, or is accepting bids
submitted by its Affiliates, the utility will take additional steps to avoid self-
dealing in both fact and perception.

a. The following tasks shall be completed as a matter of course (i.e.,
regardless of whether the utility or its Affiliate is seeking to advance
a proposal), including: (i) the utility shall develop all bid evaluation
criteria, bid selection guidelines, and the quantitative evaluation
models and other information necessary for evaluation of bids prior
to issuance of the RFP; (ii) the utility shall establish a website for
disseminating information to all bidders at the same time; and (iii)
the utility shall develop and follow a Procedures Manual, which
describes: (1) the protocols for communicating with bidders, the self-
build team, and others; (2) the evaluation process in detail and the
methodologies for undertaking the evaluation process; (3) the
documentation forms, including logs for any communications with
bidders; and (4) other information consistent with the requirements
of the solicitation process.

b. The following tasks shall be completed whenever the utility is
seeking to advance a System Resource proposal, including: (i) the
utility shall submit its self-build bid one day in advance of the
deadline specified in the RFP, and provide substantially the same
information in its proposal as other bidders; (ii) the utility shall
follow the Code of Conduct; and (iii) the utility shall implement
appropriate confidentiality agreements prior to the issuance of the
RFP to guide the roles and responsibilities of utility personnel.

C. The Code of Conduct shall be signed by each utility employee
involved either in advancing the self-build project or implementing
the competitive bidding process, and shall require that:

(1) Whenever staffing and resources permit, the electric utility
shall establish internally a separate project team to undertake
the evaluation, with no team member having any involvement
with the utility self-build option;
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(i)  During the RFP design and bid evaluation process, there shall
be no oral or written contacts between the employees
preparing the bid and the electric utility's employees
responsible for bid evaluation, other than contacts authorized
by the Code of Conduct and the RFP;

(ili)  Throughout the bidding process, the electric utility shall
treat all bidders, including its self-build bid and any
electric utility Affiliate, the same in terms of access to
information, time of receipt of information, and response
to questions.

d. A company officer, identified to the Independent Observer and
the Commission, shall have the written authority and obligation
to enforce the Code of Conduct. Such officer shall certify, by
affidavit, Code of Conduct compliance by all employees after
each competitive process ends.

e. Further steps may be considered, as appropriate, or ordered by the
Commission.

10.  Where the utility seeks to advance its proposed facilities in addition to,
or instead of other developers’ bids in its RFP, its proposal must satisfy
all the criteria applicable to non-utility bidders, including but not limited
to providing all material information required by the RFP, and being
capable of implementation.

11. Bids submitted by Affiliates shall be held to the same contractual and
other standards as projects advanced by other bidders.

TRANSMISSION INTERCONNECTION AND UPGRADES

1. A winning bidder has the right to interconnect its System Resource to the
electric utility's transmission and distribution system, and to have that
transmission and distribution upgraded as necessary to accommodate the
output of its System Resource.

2. With respect to procedures and methodologies for:
a. Designing interconnections;
b. Allocating the cost of interconnections;
C. Scheduling and carrying out the physical implementation of

interconnections;
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d. Identifying the need for transmission and distribution upgrades;
e. Allocating the cost of transmission and distribution upgrades; and
f. Scheduling and carrying out the physical implementation of

transmission and distribution upgrades;

the electric utility shall treat all bidders, including its own bid and that
of any Affiliate, in a comparable manner.

3. Upon the request of a prospective bidder, the electric utility shall provide
general information about the possible interconnection and transmission
and distribution upgrade costs associated with project locations under
consideration by the bidder.

4. To ensure comparable treatment, the Independent Observer shall review
and monitor the electric utility's policies, methods and implementation
and report to the Commission.

DISPUTE RESOL UTION PROCESS

The Commission will serve as an arbiter of last resort, after the utility, Independent
Observer, and bidders have attempted to resolve any dispute or pending issue. The
Commission will use an informal expedited process to resolve the dispute within
thirty (30) days, as described in Part 111.B.7. There shall be no right to hearing or
appeal from this informal expedited dispute resolution process. The Commission
encourages affected parties to seek to work cooperatively to resolve any dispute or
pending issue, perhaps with the assistance of an Independent Observer, who may
offer to mediate but who has no decision-making authority. The utility and
Independent Observer shall conduct informational meetings with the Commission
and Consumer Advocate to keep each apprised of issues that arise between or among
the parties.

PARTICIPATION BY THE HOST UTILITY

A. Where the electric utility is addressing a system reliability issue or statutory
requirement, the utility shall develop one or more project proposals that are
responsive to the System Resource need identified in the RFP.

B. If the utility opts not to propose its own project, the utility shall request and
obtain the Commission's approval. In making this request, the utility shall
demonstrate why relying on the market to provide the needed resource is
prudent.
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C. Where the RFP process has as its focus something other than a reliability-based
need, the utility may choose (or decline) to advance its own project proposal.

D. If the RFP process results in the selection of non-utility (or third-party) projects
to meet a system reliability need or statutory requirement, the utility shall
develop and periodically update a Contingency Plan to address the risk that the
third-party projects may be delayed or not completed. In this situation, the
electric utility shall separately submit, to the extent practical, a description of
such activities and a schedule for carrying them out. Such description shall be
updated as appropriate.

1. The plans may include the identification of milestones for such projects,
and possible steps to be taken if the milestones are not met.
2. Pursuant to the plans, it may be appropriate for the utility to proceed to

develop a utility-owned project or projects until such action can no
longer be justified as reasonable. The utility-owned project(s) may differ
from the project(s) advanced by the utility in the RFP process, or the
resource(s) identified in its Grid Needs Assessment.

3. The contracts developed for the RFP process to acquire third-party
resources shall include commercially reasonable provisions that address
delays or non-completion of third-party projects, such as provisions that
identify milestones for the projects, seller (i.e., bidder) obligations, and
utility remedies if the milestones are not met, and may include provisions
to provide the utility with the option to purchase the project under certain
circumstances or events of default by the seller (i.e., the bidder).

E. A utility may submit more than one proposal or may supply options for a specific
proposal as dictated by the RFP needs, such as submitting variations of a
proposal and/or offering options in a proposal.

VIl. RATEMAKING

A. The costs that an electric utility reasonably and prudently incurs in designing
and administering its competitive bidding processes are recoverable through
rates to the extent reasonable and prudent.

B. The costs that an electric utility incurs in taking reasonable and prudent steps to
implement Contingency Plans are recoverable through the utility's rates, to the
extent reasonable and prudent, as part of the cost of providing reliable service to
customers.

C. The reasonable and prudent capital costs that are part of an electric utility's
Contingency Plans shall be accounted for similar to costs for planning other
capital projects (provided that such accounting treatment shall not be
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determinative of ratemaking treatment):

1. Such costs would be accumulated as construction work in progress, and
AFUDC would accrue on such costs. If the Contingency Plans, as
implemented, result in the addition of planned resources to the utility
system, then the costs incurred and related AFUDC would be capitalized
as part of the installed resources (i.e., recorded to plant-in-service) and
added to rate base. The costs would be depreciated over the life of the
resource addition.

2. If implementation of the Contingency Plans is terminated before the
resources identified in such plans are placed into service, the costs
incurred and related AFUDC included in construction work in progress
would be transferred to a miscellaneous deferred debit account and the
balance would be amortized to expense over five years (or a reasonable
period determined by the Commission), beginning when rates that reflect
such amortization expense are effective (when a separate cost recovery
mechanism is effective, or interim or final rates in a general rate case).
Carrying charges, based on the AFUDC rate, would apply monthly for
the costs in the miscellaneous deferred debit account and included in the
miscellaneous deferred debit account until the onset of amortization. The
amortization expense would be included in the utility's revenue
requirement and the unamortized balance would be included in the
utility’s rate base. In the event that a general rate case is replaced by
another Commission approved regulatory process or mechanism, the
utility may recover prudently incurred costs of the Contingency Plans
upon Commission approval through the Commission approved
regulatory process or mechanism. Subject to Commission approval, the
utility may also recover such costs through the EPRM or MPIR
adjustment mechanism, REIP surcharge or other recovery mechanism
until such costs are recovered through effective rates approved in a rate
case or other Commission approved regulatory process or mechanism.

The regulatory treatment of utility-owned or self-build projects will be cost-
based, consistent with traditional cost-of-service ratemaking, wherein prudently
incurred capital costs including associated AFUDC and/or carrying costs are
included in rate base; provided that the evaluation of the utility's bid must
account for the possibility that the operational costs actually incurred, and
recovered from customers, over the project’s lifetime, will vary from the levels
assumed in the utility's bid. The utility will not, however, be allowed to recover
any capital costs that exceed the bid amount. Any utility-owned project selected
pursuant to the RFP process will remain subject to prudence review in a
subsequent rate proceeding with respect to the utility's obligation to prudently
implement, construct or manage the project consistent with the objective of
providing reliable service at the lowest reasonable cost. Subject to Commission
approval, the utility-owned or self-build project costs, including operations and
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maintenance expenses, deferred costs, and taxes, may also be recovered through
the EPRM or MPIR adjustment mechanism, REIP surcharge or other recovery
mechanism, until such costs are recovered in base rates.

VI, QUALIFYING FACILITIES

A. For any resource to which the competitive bidding requirement does not apply
(due to waiver or exemption), the utility retains its traditional obligation to offer
to purchase capacity and energy from a QF at avoided cost upon reasonable
terms and conditions approved by the Commission.

B. For any resource to which the competitive bidding requirement does apply, the
utility shall apply to the commission to waive or modify the time periods
described in Hawaii Administrative Rules 8 6-74-1S(c) (1998) for the utility to
negotiate with a QF pursuant to the applicable provisions of Hawaii
Administrative Rules 8§ 6-74-1S(c) (1998), and upon approval of the
Commission, the utility's obligation to negotiate with a QF shall be deferred
pending completion of the competitive bidding process.

1. If a non-QF is the winning bidder:

a. A QF will have no PURPA right to supply the resource provided
by a non-QF winning bidder.

b. If a non-QF winner does not supply all the capacity needed by the
utility, or if a need develops between RFPs that will not be
satisfied by an RFP due to a waiver or exemption, a QF, upon
submitting a viable offer, is permitted to exercise its PURPA
rights to sell at avoided cost. The Commission's determination of
avoided cost will be bounded by the price level established by the
winning non-QF.

2. Where the winning bidder is the utility's self-build option, a QF will not have
a PURPA right to supply the resource provided by the utility's self-build
option.

3. If a QF is the winning bidder, the QF has the right to sell to the electric utility

at its bid price, unless the price is modified in the contract negotiations that
are part of the biddingprocess.
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STATE OF HAWAII
PUBLIC UTILITIES COMMISSION

FRAMEWORK FOR COMPETITIVE BIDDING
Pecember-8,-2006
. 2020

DEFINITIONS

As used in this Framework, unless the context clearly requires otherwise:

"Affiliate" means any person or entity that possesses an “affiliated interest” in a utility as

defined by Section 269-19.5, Hawai‘i Revised Statutes (“HRS”). including a utility’s parent
holding company but excluding a utility’s subsidiary or parent which is also a regulated

utility.

"Agreement" means an agreement or contract for an electric utility to purchase a System
Resource from a third party, pursuant to the terms of this Framework.

"CIP Approval Requirements” means the procedure set forth in the Commission's General
Order No. 7, Standards for Electricity Utility Service in the State of Hawaii, Paragraph
2.3(g), as modified by In re Kauai Island Util. Coop., Docket No. 03-0256, Decision and
Order No. 21001, filed on May 27, 2004, and In re Hawaiian Elec. Co., Inc., Hawaii Elec.
Light Co.. Inc., and Maui Elec. Co., Ltd., Docket No. 03-0257, Decision and Order No.
21002, filed on May 27, 2004. "In general, [the] commission's analysis of capital
expenditure applications involves a review of whether the project and its costs are
reasonable and consistent with the public interest, among other factors. If the commission
approves the [electric] utility's application, the commission in effect authorizes the utility to
commit funds for the project, -subject -to the proviso that 'no part of the project -may -be
included -in -the -utility's -rate -base -unless -and -until -the- project is in fact installed, and is
used and useful for public utility purposes.™ Decision and Order No. 21001, at 12; and
Decision and Order No. 21002, at 12.

"Code of Conduct” means a written code developed by the host electric utility and approved
by the Commission to ensure the fairness and integrity of the competitive bidding process,
in particular where the host utility or its affiiateAffiliate seeks to advance its own
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reseureeSystem Resource proposal in response to an RFP._ The "Code of Conduct™ is more
fully described in Part 1VV.H.9.c of the Framework.

"Commission" means the Public Utilities Commission of the State of HawaiiHawali i.

"Competitive bid" or "competitive bidding” means the mechanism established by this
Framework for acquiring a future energy-generation-reseureeSystem Resource or a block

of generationresoureesSystem Resources by an electric utility.

"Consumer Advocate” means the Division of Consumer Advocacy of the Department of
Commerce and Consumer Affairs, State of HawatHawai‘i.

"Contingency Plan" means an electric utility's plan to provide either temporary or

permanent generation-er-loadreduction-proegramssolutions to address a rear-termreliability

or_statutory need (including, for eapaeityexample, the need to comply with reliability
standards as a-discussed in Hawai‘i Revised Statutes (“HRS”) §§ 269-0141 through 269-
0144 and with the State of Hawai‘i’s Renewable Portfolio Standards law, as codified in
HRS 88 269-91 through 269-95) as may result effrom an actual or expected failure of an
RFP process to produce a viableproject-proposal-er-of-a-project selected in an RFP- or a

viable project proposal (including any project not completed or delayed). The utility's

Contingency Plan may be different from-the-utiity's-ParaHel Plan-and the utility's bid. The
term "utility's bid," as used herein, refers to a utility's proposal advanced in response to a

System Resource need that is addressed by its RFP.

"Electric utility" or "utility" means a provider of electric utility service that is regulated by
and subject to the Commission's jurisdiction pursuant to Chapter 269, HawatHawai‘i
Revised Statutes.

"Framework" means the Framework for Competitive Bidding dated December—8;
2006 , 2020, adopted by the Commission in Docket No. 83-0372-

“Grid Needs” means the specific grid services (including but not limited to capacity, enerqy
and ancillary services) identified in the Grid Needs Assessment, including transmission and
distribution system needs that may be addressed through a Non-Wires Alternative. Grid
Needs that are subject to the Framework generally does not apply to utility equipment (i.e.,
transmission and distribution infrastructure, flexible AC transmission devices, materials,
etc.) that are normally procured through the utility’s procurement process for goods and
Services.

“Grid Needs Assessment” means the process step in the IGP where the technical analyses
are conducted to determine the generation, transmission, and distribution grid service(s)
needs to meet state policy objectives, reliability standards, among other goals, and presented
to the Commission for review and approval or acceptance.

“IGP” or “Integrated Grid Planning” means an electric utility's planning process that aims
to integrate the Grid Needs Assessment planning analyses with the sourcing of market-
based solutions, which may include competitive bidding, to meet near and long-term
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customer needs.

"Independent Observer" means the neutral person or entity retained by the electric utility or
Commission to monitor the utility's competitive bidding process, and to advise the utility
and Commission on matters arising out of the competitive bidding process, as described in
Part 111.C of the Framework.

“IPR"“Non-Wires Alternative” means an independent—power—producerelectricity grid

project that uses non-traditional transmission and distribution (T&D) solutions, such as
distributed generation (DG), energy storage, energy efficiency (EE), demand response (DR)
and grid software and controls, to defer or avoid the need for conventional transmission
and/or distribution infrastructure investments.

"Provider" means a System Resource provider that is not subject to the Commission's
regulation or jurisdiction as a public utility _including, for example, developers and

aggregators.

"PURPA" means the Federal Public Utility Regulatory Policies Act of 1978, as amended.

"QF" means a cogeneration facility or a small power production facility that is a qualifying
5
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facility under Subpart B of 18 Code of Federal Regulations §§ 292.201 - 292.211. See also
18 Code of Federal Regulations § 291.201(b)(l) (definition of "qualifying facility").

"RFP" means a written request for proposal issued by the electric utility to solicit bids from
interested third-parties, and where applicable from the utility or its affitiateAffiliate, to
supply a future generation—resedrceSystem Resource or a block of generation
resoureesSystem Resources to the utility to meet the utility’s Grid Needs pursuant to the
competitive bidding process.

“System Resources” are the specific resources that will be acquired to meet the Grid Needs.

CONTEXT FOR COMPETITIVE BIDDING
A. USE OF COMPETITIVE BIDDING

1. This Framework applies to electric utilities regulated by and subject to the
Commission's jurisdiction pursuant to Chapter 269, HawatiHawai ‘i Revised
Statutes_and any participants in any competitive bidding process that this
Framework is applied to.

3——Competitive bidding, unless otherwise determined by the Commission-finds
H—te—be—unsu%abie IS establlshed as the requwed mechanlsm for acqumng a

Resources necessary to meet the Grid Needs. The foIIowmg condltlons and

possible exceptions apply:

a———Competitive bidding will benefit HawaiiHawai‘i when it: (i)
facilitates an electric utility's acquisition of supphy-side
resobreesSystem Resources in a cost-effective and systematic
manner; (ii) offers a means by which to acquire new generating
resoureesSystem Resources that are overall lower in cost-ef, better
performing or installed sooner than the utility could otherwise
achieve;

ba. (iii) does not negatively impact the reliability and resilience or
unduly encumber the operation or maintenance of Hawai'sHawai‘i's
unique island electric systems; (iv) promotes electric utility system
reliability by facilitating the timely acquisition of needed generation
resoureesSystem Resources and allowing the utility to adjust to
changes in circumstances; and(Vv) is consistent with the IGP process;
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and (vi) is consistent with Hawai‘i's renewable energy portfolio
standards.

—E ¥ ) " octives.

€:b.  Under certain circumstances, to be considered by the Commission in
the context of an electric utility's request for waiver under Part
11.A.43, below, competitive bidding may not be appropriate. These
circumstances include: (i) when competitive bidding will unduly
hinder the ability to add needed generationSystem Resources in a
timely fashion; (ii) when the utility -and its customers -will -benefit
more if the generationreseurceSystem Resource is owned -by -the
utility -rather -than -by a third-party (for example, when system
reliability or safety will -be- jeopardized by the utilization of a third-
party resource); (iii) when more cost-effective or better performing
generationreseurcesSystem Resources are more likely to be acquired
more efficiently through- different procurement processes; or (iv)
when competitive bidding will impede or create a disincentive for
the achievement of IRPIGP goals, renewable energy portfolio
standards or other government objectives and policies, or conflict
with requirements of other controlling laws, rules, or regulations.

&———O0ther circumstances that could qualify for a waiver include:

{H-_(but are not limited to): (i) the expansion or repowering of existing
utility generating units;

eC. or other System Resources; (ii) the acquisition of near-term pewer
supphesSystem Resources for short-term needs; (iii) the acquisition of
power from a non-fossil fuel facility (such as a waste-to-energy
facility) that is being installed to meet a governmental objective; and
(iv) the immediate acquisition of power-supphiesSystem Resources
needed to respond to an emergency situation; or (v) the lack of a
sufficient market to support a competitive procurement.

f£d.  Furthermore, the Commission may waive this Framework or any part
thereof upon a showing that the waiver will likely result in the
acquisition of a System Resource, leading to a lower cost supphy-of
eleetricity—to the utility's general body of ratepayerscustomers,
increase the reliable-supphyreliability of eleetricitya utility’s system
to the utility's general body of ratepayerscustomers, facilitate the

transition to renewable generation, or is otherwise in the public

interest.
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e. This Framework does not apply to any procurements ongoing, any
existing programs or tariffs, or any projects submitted for approval
to the Commission before this Framework was adopted, such as the
Kalaeloa Partners, L.P. 208 MW project (which is the subject of
Docket 2011-0351), the Hu Honua Bioenergy, LLC 21.5 MW
project (which is the subject of Docket No. 2017-0122), the Puna
Geothermal Venture 46 MW project (which is the subject of Docket
No. 2019-0333), the Paeahu Solar LLC 15 MW project (which is the
subject of Docket No. 2018-0433) and projects selected pursuant to
the utility’s RFPs for Variable Renewable Dispatchable Generation
Paired with Energy Storage (Docket Nos. 2017-0352 and 2019-

0178).

h———This Framework also does not apply to—{H-generating-tnits System
Resources with respect to: (i) System Resources with a net output

avarlable%e%h&unm}ef—}%of 5 MW or Iess e#eruml{y@%tal—ﬁ#m

HEI—GH{-BH{—Gf—OH the |sland of O ahu 2. 5 MW or Iess—wh+ehever—|s

lower—{for—systems—that-cover—more—than—one—istand—{e—Msath
EocreCopnpen Lo e coclan el e covncaion on e
islands of Maui and Hawai‘i, and 250 kW or less on Maui;
MolokaiMoloka'1 and Lanai), the system firm capacity will be
determined—on—a—consehidated—basis):—(i)—distributed—generating

unisLana‘i; (i) System Resources at substations and other sites
installed by the utility on a temporary basis to help address reserve
margin shortfalls_or to enhance resiliency during emergency

operations; (iii) customer-sited, utility-owned distributed-generating
units—System Resources that —have —been —approved —by —the

Comm|SS|on4ﬁ—aeeeFdanee—W|¢h—the—Fequ#emems—ef—Deemen

o (iv) Fenewable—energy—epnew—teehnelegy—genemtien
prejeetsSystem Resources under 1 MW installed for "proof-of-

concept™ or demonstration purposes-
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etua_lll_a_lele eREFgY facilities ('III)I lpewell pul_le_llase agi EEIIIEIIIES ;Ien
{H-pewer-purchase-agreement; (V) extensions of an Agreement for
three years or less on substantially the same terms and conditions as
the existing-power-purchase-agreementsAgreements and/or on more
favorable terms and conditions;—{h)-pewerpurchase-agreement if it

can be demonstrated that the extensions are in the public interest; (vi)
modifications of an Agreement to acquire additional firm capacity or
firm capacity from an existing facility, or from a facility that is
modified without a major air

jf. permit modification_if it can be demonstrated that the modifications
are in the public interest; and (wvii) renegotiations of pewerpurchase
agreementsAgreements in anticipation of their expiration, approved
by the Commission.

k0. When a competitive bidding process will be used to acquire -a future
generation—resourceSystem Resource or a block of generation
resoureesSystem Resources, the generating-unitsSystem Resources
acquired under a competitive -bidding -process must meet the needs
of the utility in terms of the reliability of the generating-unitSystem
Resource, the characteristics of the generating-unitSystem Resource
required by the utility, and the control the utility needs to exercise
over operation and maintenance of such System Resource in order to
reasonably address system integration and safety concerns.

5.3.  The procedure for seeking a waiver is as follows:

{H——For all proposed generatien-projects included in, or consistent
with, IRPs approved by the Commission prior to the effective
date—of-this—Framework,—the—eleetric—utihity—shallfile—an

R AT ==
practicable—consistent-with-Part-H-A4-identified Grid Needs
developed through afiv);below-

'l'R-P-S Grld Needs Assessment that have not yet been filed W|th the

Commission for approval or acceptance as of the effective date of
this Framework, and are subject to the Framework pursuant to the

9
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terms set forth herein, any waiver request shall accompany-the-fiting
efbe submitted to the prepesedtRRCommission for approval no later

than the Cemmission'stime the application for approval_of such
project is submitted to the Commission.

eb.  Anelectric utility that seeks a waiver shall take all steps reasonably
required to submit its application for waiver as soon as practicable
such that, in the event the Commission denies the request, sufficient
time remains to conduct competitive bidding without imprudently

risking system reliability.

e-c. _In no event shall a Commission decision granting a waiver be

construed as determinative of whether an electric utility acted
prudently in the matter.

d. Proposed projects included in, or consistent with, a Grid Needs
Assessment conducted prior to the effective date of this Framework,
proposed projects procured under a previously approved or accepted
mechanism, or projects being submitted under approved programs
and/or _tariffs, shall not be required to seek a waiver of this
Framework and this Framework shall not apply to such projects.

6-4.  Exemption - ownership structure of an electric utility. Upon a showing that
an entity has an ownership structure in which there is no substantial
difference in economic interests between its owners and its customers, such
that the electric utility has no disincentive to pursue new generatiorn-projects
through competitive bidding, the Commission will exempt such entity from

this Framework.
B. SCOPE OF COMPETITIVE BIDDING

1. An electric utility's HRRPGrid Needs identified in a Grid Needs Assessment
that is reviewed and approved or accepted by the Commission, shall
speetfyinform the proposed scope of theany RFP, or group of RFPs to be
developed for any—specific—generation—resourcethe identified System

Resources to be procured. This Framework defines which System Resource

or block of generationreseurces-that the- IRP-states-witH-beSystem Resources

are subject to competitive bidding.

2. Competitive bidding shall enable the comparison of a wide range of supply-

where-practicalSystem Resource options that are capable individually or as
a portfolio of meeting the specific requirements of the RFPs.

3. Each electric utility shall take steps to provide notice of its RFPs, and to
encourage participation from a full; range of prospective bidders. PURPA
qualifying facilities, #PPsProviders, the host utility, and its

10
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affiliatesAffiliates, and other utilities shall be eligible to participate in any
supply-side-RFPRFP seeking System Resources.

4. Competitive bidding processes may vary-byresouree-type, provided those
processes are con5|stent with thls Framework Fer—msranee—seher{a%ren

fer—een%r&l—staﬂeregeeeratmg—supphes—An eIectrlc utrlrty may establrsh a
separate procurement-process (such as a "set astde™-er-side” (for example, a

special program approved by the Commission, i.e. the Phase 2 Community
Based Renewable Energy tariff program for projects under 250 kW),"
separate RFP process, or standard form RFP) to acquire as-avatableSystem

Resources where such mechanisms or firm—ecapacity—from—renewable
generating—facilitiesprocesses are deemed more suitable to meet IGP

objectives.

5. RFP processes shall be flexible; and shall not include unreasonable
restrictions on sizes and types of projects considered, taking into account

the appropriate sizes—and-typesGrid Needs identified in the tRP—processa

Grid Needs Assessment.

C. RELATIONSHIP TO INTEGRATED RESOURCEGRID PLANNING

1. Fhe-Commission'sHRP-FrameworkThe Grid Needs Assessment, presented
to stakeholders and the Commission for review and comment, shall identify
Grid Needs. The identified Grid Needs applicable to each electric utility
shall continue to be used to set the strategic direction of resource planning
by the electric utilities. _In order for competitive bidding to be effectively
and efficiently integrated withinto a utility's HRRPIGP process, stakeholders
must work_cooperatively to identify and adhere to appropriate timelines,
which may from time to time need to be expedited.

2. This —Framework —is —intended —to —complement —the —Commission'sIRP
Frameworkl GP process.

3. A determination shall be made by the Commission in-an-tRP-proceeding-as
to whether a competitive bidding process shall be used to acquire a
generation—resoureeSystem  Resource or a block of generation
reseureesSystem Resources that is-ireludedare identified as Grid Needs in
the RP-Grid Needs Assessment. Actual competitive bidding for 1RP-
designated-resoureesSystem Resources will normally occur after the HRP-is

approved, through an RFP, which is consistent with the IRP Grid Needs are

|dent|f|ed revrewed and accepted or approved by the Commrssron
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Integration of competitive bidding into tRP-the IGP process. The general

approach to integration has four parts, in sequence:

a. The electric utility conducts antRP-precess—cutminating-tr-antRP
that identifies a preferred resource plan (including capacity. energy.
timing, technologies, and other preferred attributes). This IRP shalla
Grid Needs Assessment, which will identify those reseureesGrid
Needs for which the utility proposes and recommends to heldprocure

through competitive bidding or other mechanisms or processes, and
those resources for which the utility seeks a waiver from competitive

blddlng—aed—sheu—melede—an—e*eieeeeen—eﬂhe#aets—sempemeg—e

b. The Commlssmn ccegts, approves modifies, or reJects the IRR;

vy A andGrid
Needs Assessment and the Grld Needs recommended to be acquired
through this Framework.

C. The electric utility conducts a competitive bidding process,
consistept-with-theHRP;-sueh-proeessfor System Resources to meet
all or a portion of the Grid Needs recommended for competitive
bidding identified in the Grid Needs Assessment step of the IGP
process; such competitive bidding process shall include the advance
filing of a draft RFP with the Commission-which-shat-be-consistent
with-the IRP.

d. The electric utility selects a winner from the bidders. {But see Part
11.C.6, below, concerning the process when there are no bidders
worth choosing-}-.

An evaluation of bids in a competitive bidding process may reveal desirable
projects that were not included in an-Approved-tRP-the Grid Needs identified
through the Grid Needs Assessment. These projects may be selected if it can
be demonstrated that the project is consistent with an approved or accepted
Grid Needs Assessment and that such action is expected to benefit the utility
and/or its customers.

An evaluation of bids in a competitive bidding process may reveal that the
acquisition of any of the reseureesrequested System Resources in the bid will
not assist the utility in fulfilling its obligations to its ratepayers.customers.
In such a case, the utility may determine not to acquire such reseureesSystem
Resources and shall notify the Commission accordingly. Such-netification

12




EXHIBIT 3
PAGE 13 OF 37

D. MITIGATION OF RISKS ASSOCIATED WITH COMPETITIVE
BIDDING

1. To carry out its competitive bidding obligations consistently with its
resource sufficiency obligations, the electric utility must conduct, or
consider conducting, threetwo types of activities: _self-build,—paratiel
planning; and contingency planning. The utility's self-build obligation is
addressed in Parts VI.A.1, VI.C and VI.CE, below. The electric utility's

paraHel—planning—and—contingency planning activities are discussed in
PartsPart I11.D.2-te-H-D-4; below.

2. In consideration of the |solated nature of the |sland utility systems the utility

}H&tﬁped—te—be—reaseF}ableLContlnqencv Plan optlon to address a near- term

reliability or statutory need as results from an actual or expected failure of
an RFP process to produce a viable project proposal, or of a project selected
in an RFP. The electric utility shall use prudent electric utility practices to
determine the nature, amount, and timing of the paralelcontingency
planning activities; and take into account (without limitation) the cost of
paraHelcontingency planning and the probability of third-party failure. The
electric utility's ParalelContingency Plan unit{s}-may differ from that
proposed in the electric utility's self-build bid._ For each project that is subject
to competitive bidding, the electric utility shall submit a report on the cost of

paraHelcontingency planning upon the Commission's request.

3. The electric utility may require bidders (subject to the Commission's
approval with other elements of a proposed RFP) to offer the utility the
option to purchase the project under certain conditions or in the event of
default by the seller (i.e., the bidder), subject to commercially reasonable
payment terms.

I ”'EFC““PE ;E“E“.'ge.nsy Hah-heac ”EEI 55. the-resouros-identitied-as-the
I,  ROLES IN COMPETITIVE BIDDING
A. ELECTRIC UTILITY

1. The role of the host electric utility in the competitive bidding process shall
include:

13
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a. Designing the solicitation process, establishing evaluation criteria
consistent with its overall {RP-ebjectives|GP process, and specifying
timelines;

b. Designing the RFP documents and proposed forms of

PRAsAgreements and other contracts;

C. Implementing— and— managing— the— RFP— process,—
including communications with bidders;

d. Evaluating the bids received,

e. Selecting the bids for negotiations based on established criteria;

f. Negotiating contracts with selected bidders;

g. Determining, where and when feasible, the interconnection facilities

and transmission and distribution upgrades necessary to
accommaodate new generationSystem Resources;

h. Competing in the solicitation process with a self-build option;-unless
a-walveris-granted at its discretion; and

t———Providing— the— Independent— Observer— with— all—
requested information-

related informationto the relevant procurement.

Access to Utility Sites. The utility shall consider, on a case-by-case basis
before an RFP is issued, offering at its sole discretion one or several utility-
owned or controlled sites to bidders in eachan applicable competitive
bidding process._The utility shall consider such factors as:

a. The anticipated specific non- technlcal terms of potentlal proposals.

b. The feasibility of the installation._ Examples of the factors that may
need to be examined in order to evaluate the feasibility of the
installation may include, but are not be limited to the following:

14
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0] Specific physical and technical parameters of anticipated
non-utility installations, such as the technology that may be
installed, space and land area requirements, topographic,
slope and geotechnical constraints, fuel logistics, water
requirements, number of site personnel, access requirements,
waste and emissions from operations, noise profile, electrical
interconnection requirements, and physical profile; and

(i)  How the operation, maintenance, and construction of each
installation will affect factors such as security at the site, land
ownership issues, land use and permit considerations (e.g.,
compatibility of the proposed development with present and
planned land uses), existing and new environmental permits
and licenses, impact on operations and maintenance of
existing and future facilities, impact to the surrounding
community, change in zoning permit conditions, and safety
of utility personnel.

C. The utility's anticipated future use of the site. Examples of why it
may be beneficial for the utility to maintain site control may include,
but are not limited to the following: (i) to ensure —that power
generation—reseureesSystem Resources can be constructed to meet
system reliability requirements; (ii) to retain flexibility for the utility
to perform crucial parallelcontingency planning for a utility owned
option to back-up theany potential unfulfilled commitments, if any,
of third-party developers of generationSystem Resources; and (iii) to
retain the flexibility for the utility to acquire the unique efficiency
gains effrom expansion of existing transmission and distribution
facilities or combined-cycle conversions and repowering projects of
existing- utility simple-cycle combustion turbines and steam fired
generating facilities, respectively.

d. The effect on competitive forces of denying bidders the ability to use
the site, taking into account whether the unavailability of adequate
sites for non-utility bidders gives the electric utility a competitive
advantage.

e. Where the utility has chosen not to offer a site to a third-party, the
electric utility shall present its reasons, specific to the project and
sites at issue, in writing to the Independent Observer and the
Commission.

4.3.  The utility shall submit to the Commission for review and approval
(subject to modification if necessary), a Code of Conduct described in

Part IV.H.9.c, below, prierto-the-commencementof-any-competitive bid
process-underthis-Frameworkwith the draft RFP. The utility shall follow

the Code of Conduct prior to the commencement of the RFP drafting
even while such Code of Conduct is pending before the Commission for
review and approval.
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4. HAWAHNThe utility shall ensure third party bidders be provided the same
type of information to develop proposals as is provided to those
developing self-build or Affiliate-bid proposals.

HAWAII PUBLIC UTILITIES COMMISSION

1——The primary role of the Commission is to ensure that:_ (a) each
competitive bidding process conducted pursuant to this Framework is
fair in its design and implementation so that selection is based on the
merits;

21.  prejeets (b) System Resources selected through competitive bidding
processes are consistent with the utHity's—ApprovedtRPGrid Needs
identified in the Commission approved/accepted Grid Needs Assessment;
(c) the electric utility's actions represent prudent practices; and (d)
throughout the process, the utility's interests are aligned with the public
interest even where the utility has dual roles as designer and participant.

3-2. _The Commission wiHmay review, and at its option, approve or modify,
each proposed RFP before it is issued, including any proposed form of
contracts and other documentation that will accompany the RFP._ The
Commission _may determine in certain applications that it may pre-
approve a form RFP in lieu of approving each individual RFP. If a form
RFP is approved, any modifications to such form, other than insertion of
the specific Grid Needs being procured, would require approval by the

Commission.

4.3.  The Commission shall be the final arbiter of disputes that arise among

parties in relation to a utility's competitive bidding process, to the extent
described in Part V, below.

5.4.  The Commission shall review, and approve or reject, the contracts that
result from competitive bidding processes conducted pursuant to this
Framework, in a separate docket upon application by the utility in which
the expedited process in Part 111.B.87 shall not apply._ In reviewing such
contracts, the Commission may establish review processes that are
appropriate to the specific circumstances of each solicitation, including

the time constraints that apply to each commercial transaction.

6:5.  If the utility identifies its self-build erturrkey-project for Grid Needs as

superior to_third party bid proposals, the utility shall seek Commission
approval in keeping with established CIP Approval Requirements.
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8:6.  The Commission shall review any complaint that the electric utility is not

complying with the Framework, pursuant to PartV.

9.7.  Timely Commission review, approval, consent, or other action described in
this Framework is essential to the efficient and effective execution of this
competitive bidding process. _Accordingly, to expedite Commission action
in this competitive bidding process, whenever Commission review,
approval, consent, or action is required under this Framework, the
Commission may do so in an informal expedited process. The Commission
hereby authorizes its ChairmanChair, or his or her designee (which designee,
may be another Commissioner, a member of the Commission staff,
Commission hearings officer, or a Commission hired consultant), in
consultation with other Commissioners, Commission staff, and the
Independent Observer, to take any such action on behalf of the Commission.

C. INDEPENDENT OBSERVER

1. An Independent Observer is required whenever the utility or its
affiliateAffiliate seeks to advance a project proposal (i.e., in competition
with those offered by bidders) in response to a need that is addressed by its
RFP, or when the Commission otherwise determines. Ar Unless otherwise
determined by the Commission, an Independent Observer will monitor the
competitive bidding process and will report on the progress and results to the
Commission, sufficiently early so that the Commission is able to address any
defects and allow competitive bidding to occur in time to meet eapacity
needs:the utility’s Grid Needs. Any interaction between a utility and s
affiliatebidder, including a utility’s self-build team or Affiliate during the
course of a solicitation process, beginning with the preparation of the RFP,
shall be closely monitored by the Independent Observer. Specific tasks to
be performed by the Independent Observer shall be identified by the utility
in its proposed RFP and as may be required by the Commission.

2. Independent Observer obligations. _The Independent Observer will have
duties and obligations in two areas:  Advisory and Monitoring.

a. Advisory. The Independent Observer shall:
()] Certify to the Commission that at each of the following steps,

the electric utility's judgments created no unearned advantage
for any bidder, or, when applicable, the electric utility or any

affilateAffiliate:
D) Pre-qualification criteria;
(2) RFP;

) Model PRAAgreements to be attached to the RFP;
(4)  Selection criteria;
(5) Evaluation of bids; ard
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(6) Final decision to purchase pewerSystem Resources or
proceed with self-build option- when applicable; and
(7 Negotiation of contracts.

(i)  Advise the electric utility on its decision-making during, and
with respect to, each of the electric utility's actions listed in
the preceding item;

(iii)  Review stakeholder comments submitted in response to
draft RFP and model Agreements and advise the utility on
the consideration of proposed changes that may improve
the process or results of the RFP;

H(iv)Report immediately to the electric utility's executive in
charge of ensuring compliance with this Framework, and
the Commission, any deviations from the Framework or
violations of any procurement rules;

)(v) After the electric utility's procurement selection is
completed, provide the Commissionwith:

(1)  An overall assessment of whether the goals of the
RFP were achieved, such goals to include without
limitation the attraction of a sufficient number of
bidders and the elimination of actual or perceived
utility  favoritism for its own or an
affthate'sAffiliate's project; and

(2) Recommendations  for  improving  future
competitive bidding processes.

£ (vi) Be available to the Commission as a witness if required to
evaluate a complaint filed against an electric utility for
non-compliance with this Framework, or if required in a
future rate—easeregulatory proceeding if questions of
prudence arise.

Monitoring. The Independent Observer shall:

0] Monitor all steps in a competitive bidding process,

beginning with—the—preparationupon Commission’s
approval or acceptance of the RFP—oratsuch-earliertime

as determined by the  CommissionGrid  Needs

Assessment;

(i)  Monitor  communications (and  communications
protocols) with bidders;
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(iti)  Monitor adherence to Codes of Conduct;
(iv)  Monitor contract negotiations with bidders;

(V) Monitor all interactions between the electric utility and s
affiliate;any  bidder during all events affecting a

solicitation process;-H-the-affiliate-may-be-a-bidder; and

(vi)  Report to the Commission on monitoring results during each
stage of the competitive process; sufficiently early so that the
Commission can correct defects or eliminate uncertainties
without endangering project milestones.

3. The Independent Observer shall have no decision-making authority, and no
obligation to resolve disputes, but may offer to mediate between disputing
parties.

4. The Independent Observer shall provide comments and recommendations to

the Commission, at the Commission's request, to assist in resolving disputes
or in making any required determinations under this Framework.

5. Independent Observer qualifications. _The Independent Observer shall be
qualified for the tasks the observer must perform._ Specifically, the
Independent Observer shall:

a. Be knowledgeable about, or be able rapidly to absorb knowledge
about, any unique characteristics and needs of the electric utility;

b. Be knowledgeable about the characteristics and needs of small, non-
interconnected island electric grids, and be aware of the unique
challenges and operational requirements of such systems;

C. Have the necessary experience and familiarity with utility modeling
capability, transmission and/or distribution system planning,
operational characteristics, and other factors that affect project
selection;

d. Have a working knowledge of common PRA-terms-and-conditions;
and-the PRA-negetiations—processoperational, technical and contract

terms applicable to System Resources as well as appropriate contract
negotiation processes applicable to System Resource procurement;

e. Be able to work effectively with the electric utility, the Commission,
and its staff during the bid process; and

f. Be-able-to-demenstrateDemonstrate impartiality.

6.———Selection and contracting. The electric utility or the Commission shall:_(a)
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identify qualified candidates for the role of Independent Observer (and also
shall consider qualified candidates identified by the—Commission—and
prospective participants in the competitive bidding process); (b) seek and
ebtatni—Commission_and electric utility approval of #tsthe final list of
qualified candidates; and

{a)(c) select an Independent Observer from among the Commission-
approvedfinal list of qualified candidates. The-electric-utiity's contract with
the Independent Observer shall be acceptable to the electric utility and the
Commission, and provide, among other matters, that the Independent
Observer: (a) report to the Commission and carry out such tasks as directed
by the Commission,

7-6. including the tasks described in this Framework; (b) cannot be terminated
and payment cannot be withheld without the consent of the Commission;
and (c) can be terminated by the Commission without the utility's consent,
if the Commission deems it to be in the public interest in the furtherance of

the objectlves of this Framework to do SO. Ihe—etmty—may—reeever—predently

event the electnc utlllty contracts W|th the Independent Observer the utility
is allowed to defer prudently incurred Independent Observer costs (included
in a deferred debit account), and the balance would be amortized to expense
over five years (or a reasonable period determined by the Commission),
beginning when rates that reflect such costs are effective (when a separate
cost recovery mechanism is effective, or interim or final rates in a general
rate case). Carrying charges, based on the utility’s allowance for funds used
during construction (“AFUDC”) rate, would apply monthly for the cost in
the deferred debit account and included in the deferred debit account until
the onset of amortization. The amortization expense would be included in
the utility revenue requirement and the unamortized balance would be
included in rate base when there is a general rate case. In the event that a
general rate case is replaced by another Commission approved regulatory
process or mechanism, the utility may recover prudently incurred
Independent Observer costs upon Commission approval through the
Commission approved regulatory process or mechanism. Subject to
Commission approval, the utility may also recover such costs through the
major project interim recovery (“MPIR”) adjustment mechanism,
Exceptional Project Recovery Mechanism (“EPRM”). renewable enerqgy
infrastructure program (“REIP”) surcharge or other recovery mechanism
until such costs are recovered through effective rates approved in a rate case
or other Commission approved regulatory process or mechanism.

8.7.  As part of the RFP design process, the utility shall develop procedures to be
included in the RFP by which any participant in the -competitive bidding
process may present to the Commission, for —review— and resolution,
positions that differ from those of the Independent Observer (i.e., in the event
the Independent Observer makes any representations to the Commission
upon which the participant does not agree).
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IvV. ITHEREOQUEST FOR PROPOSALS PROCESS
A. GENERAL

1. Comepetitive bidding shall be structured and implemented in a way that

facilitates an electric utility's acquisition of supphy-side—resoureesSystem
Resources identified in a utility's IRP—in—a—cest-effective—and-systematic
manner—consistent-with-—state—energy-—pohey—AHGrid Needs Assessment.

Direct costs and benefits incurred or received by the utility and its customers
shall be taken into account in the bid evaluation and selection process.

2. Competitive bidding shall be structured and implemented in a flexible and
efficient manner that promotes electric utility system reliability by
facilitating the timely acquisition of needed resoureesSystem Resources and
allowing the utility to adjust to changes in circumstances.

a. The implementation of competitive bidding cannot be allowed to
negatively impact reliability of the electric utility system.

b. The generating-unitsSystem Resources acquired under a competitive
bidding process must meet the needs of the utility in terms of the
reliability of the generatingunitSystem Resources, the characteristics
of the generating-unitSystem Resources required by the utility, and
the control the utility needs to exercise over operation and
maintenance in order to minimize system integration concerns.

3. The competitive bidding process shall ensure that proposals and bidders
are judged on the merits, without being unduly burdensome to the
electric utilities andor the Commission.

a. The competitive bidding process shall include an RFP and
supporting documentation by which the utility sets forth the
requirements to be fulfilled by bidders and describes the process
by which it will: (i) conduct its solicitation; (ii) obtain consistent
and accurate information on which to evaluate bids; (iii)
implement a consistent and equitable evaluation process; and (iv)
systematically document its determinations. The RFP shall also
describe the role of the Independent Observer and bidders'
opportunities for challenges and for dispute resolution.

b. When a utility advances its own project proposal (i.e., in
competition with those offered by bidders) or accepts a bid from
an affihiate Affiliate, the utility shall take all reasonable steps,
including any steps required by the Commission, to mitigate
concerns over an unfair or unearned competitive advantage that
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may exist or reasonably be perceived by other bidders or
stakeholders.

4, If antPPturnkey,a Provider or affihiateAffiliate proposal is selected as
a result of the RFP process, one or more contracts are the expected result.
Proposed forms of PRAsAgreements and other contracts that may result

from the RFP process {e-g—PPA-forfirm-ecapacity PPAforas-avatable
energy—turnkey—eontract—etey-shall be included with each RFP._ The

RFP shall specify whether any opportunity exists to propose or negotlate
changes to the proposed form of PRAAgreement or contract.

B. DESIGN OF THECOMPETITIVEBIDDING SOLICITATION PROCESS
1. The competitive bidding solicitation process shall include the following:
a. Design of the RFP and supporting documents;

b. Issuance of the draft and final RFP;

C. Development and submission of proposals by bidders;

&——A "multi-stage evaluation process" to reduce bids down to a short
list and/or "award group" as appropriate for a particular RFP (i.e.,
a process that ineludesmay include, without limitation: (i) receipt
of the proposals; (ii) completeness check;
_(iii) threshold or minimum requirements evaluation; (iv) initial
evaluation— including— price— screen/non-price—_
assessment;
_(v) selection of a short list; (vi) detailed evaluation or portfolio
e-d. development; and (vii) selection of final award group for contract
negotiation);

fe. Contract negotiations (when a third-party bid is selected); and

g-f.  Commission approval of any resulting contract or selected self-build
project, if required by the Commission.

2. The RFP shall identify any unique system requirements and provide
information regarding the requirements of the utility, important resource
attributes, desired options and criteria used for the evaluation. For example,
if the utility values dispatchability or operating flexibility, the RFP shall:
(a) request that a bidder offer such an option; and (b) explain how the utility
will evaluate the impacts of dispatchability or operational flexibility in the
bid evaluation process.

3. The RFP (including the response package, proposed forms of
PPAsAgreements and other contracts) shall describe the bidding guidelines,
the bidding requirements to guide bidders in preparing and submitting their
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proposals, the general bid evaluation and selection criteria, the risk factors
important to the utility, and, to the extent practicable, the schedule for all
steps in the bidding process.

The utility may charge bidders a reasonable fee, to be reviewed by the
Independent Observer, for participating in the RFP process.

Other Content of RFP. The RFP shall also contain:

a inf : Lot : lectric_utili :
affiliateand-theThe circumstances under which an electric utHity's

affiHateutility and/or its Affiliates may participate;

b. An explanation of the procedures by which any person may present
to the Commission positions that differ from those of the
Independent Observer; and

C. A statement that if disputes arise under this Framework, the dispute
resolution process established in this Framework will control.

The process leading to the distribution of the RFP shall include the following
steps (each step to be monitored and reported on by the Independent
Observer), unless the Commission modifies this process for a particular
competitive bid:

a. The utility designs a draft RFP, then files its draft RFP and
supporting documentation with the Commission;

b. The utilityCommission holds a teechnicalstatus conference—te
eliseuss, where the draftutility presents the details of the RFP
withand interested parties (which may include potential
bidders);) are provided the opportunity to ask questions regarding
the draft RFP;

C. Interested parties submit comments on the draft RFP to the utility
and the Commission;

d. The utility determines, with advice from the Independent
Observer, whether and how to incorporate recommendations
from interested parties in the draft RFP;

e. The utility submits its final, proposed RFP to the Commission for
its review and approval (and modification if necessary) according
to the following procedure:

0] The Independent Observer shall submit its comments and
recommendations to the Commission concerning the RFP
and all attachments, simultaneously with the electric
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utility's proposed RFP.

(i)  The utility shall have the right to issue the RFP if the
Commission does not direct the utility to do otherwise
within thirty (30) days after the Commission receives the
proposed RFP and the Independent Observer's comments
and recommendations.

7. A pre-qualification requirement is a requirement that a bidder must
satisfy to be eligible to bid. _A pre-qualification process may be
incorporated in the design of some bidding processes, depending on the
specific circumstances of the utility and its resource needs. _Any pre-
qualification requirements shall apply equally to independent bidders,
the electric utility's self-build bid, and the bid of any utility's
affiliateAffiliate.

8. As part of the REP design process, the utility shall develop and specify
the type and form of threshold criteria that will apply to all bidders,
including the utility's self-build proposals._ Examples of potential
threshold criteria include requirements that bidders have site control,
maintain a specified credit rating, and demonstrate that their proposed
technologies are mature.

9———The REP design process shall address credit requirements and security
provisions, which apply to: (a) the qualification of bidders; and
16.9. (b) bid evaluation processes.

11+10. The utility shall have the discretion to modify the RFP or solicit
additional bids from bidders after reviewing the initial bids, provided that
such discretion is clearly identified in the RFP and any modification is
reviewed by the Independent Observer and submitted to the Commission
along with the Independent Observer's comments. _The electric utility
may issue the modified RFP thirty (30) days after the Commission has
received these materials, unless the Commission directs otherwise._

12.11. All involved parties shall plan, collaborate, and endeavor to cempleteissue
the final RFP within ninety (90) days from the date the electric utility
submits the draft RFP to the Commission.

FORMS OF CONTRACTS

1. The RFP shall include proposed forms of PRAsAgreements and other
contracts, with commercially reasonable terms and conditions that properly
allocate risks among the contracting parties in light of circumstances. The
terms and conditions of the contracts shall be specified to the extent practical,
so that bidders are aware of, among other things, performance requirements,
pricing options, key provisions that affect risk allocation (including those
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identified in sub-paragraph 2 below), and provisions that may be subject to
negotiation. _'Where contract provisions are not finalized or provided in
advance of RFP issuance (e.g., because certain contract provisions must
reflect features of the winning bidder's proposal such as technology or
location), the RFP shall so indicate.

2. The provisions of a proposed contract shall address matters such as the
following (unless inapplicable): (a) reasonable credit assurance and security
requirements appropriate to an island system that reasonably compensates
the utility and its customers if the project sponsor fails to perform; (b)
contract buyout and project acquisition provisions; (c) in-service date delay
and acceleration provisions; and (d) liquidated damage provisions that reflect

risks to the utility and its customers.

4-3. The RFP shall specify which terms in the proposed forms of contract, if any,
are not subject to negotiation or alternative proposals, erfrem-which-a-bidder
may-request-exceptions—For-these-terms;-bidderssubject to approval of the
RFEP by the Commission. Bidders may submit alternative language as part of
their bids, provided that any such variation is not inconsistent with any 1RP
which-deseribed-theresource-at-issueidentified Grid Needs.

ISSUANCE OF THE RFP AND DEVELOPMENT OF PROPOSALS

1. Each electric utility shall take steps to provide notice of its RFPs to, and
encourage participation from, the full community of prospective bidders.

2. Bidders may be required to submit a "notice of intent to bid" to the
electric utility.

3. The electric utility shall develop and implement a formal process to
respond to bidders' questions.

4, The electric utility may conduct a bidders' conference.

5. The electric utility shall provide bidders with access to information
through a website where it can post documents and information.

6. The process shall require all third-party bids to be submitted by the
deadline specified in the RFP, except that the utiity‘sutility’s self-build
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bid shall be submitted one day in advance.

7. Bids may be deemed non-conforming if they do not meet the RFEP
requirements or etherwise—provide all of the material information
requested in an RFP. At the utility's discretion, in consultation with the
Independent Observer, the utility may elect to: (i) consider a non-
conforming bid as eligible in the RFP provided it is not inconsistent with
any identified Grid Needs; (ii) give proposals that are non-conforming
may—be-given-additional time to remedy their non- conformlty—The
utibity —in—consultation—with—the—tndependent-Observer—may; or (i)

decline to consider any bid that is non-conforming.

BID EVALUATION./ SELECTION CRITERIA

1. The utility, monitored by the Independent Observer, shall compare bids
received in response to an RFP to one another and to the utility's self-

1)
l%_'ld 'g'g_j%t (orthe g_eneu_e resoaree |ele:||t|||ee| H-theHRP—H-fo-self

2. The evaluation criteria and the respective weight or consideration given
to each such; criterion in the bid evaluation process may vary from one

RFP to another (depending, for example, on the RFP scope and specific
poodo ol be b

3. The bid evaluation process shall include consideration of differences
between bidders with respect to proposed contract provisions, and
differences in anticipated compliance with such provisions, including but
not limited to provisions intended to ensure:

a. Generatihg-unitSystem Resource and electric system reliability;

b. Appropriate risk allocations;

C. Counter-party creditworthiness; and

d. Bidder qualification.

4. Proposals shall be evaluated based on a consistent and reasonable set of
economic and fuel price assumptions, to be specified in the RFP.

5. Both price and non- prlce evaluatlon crlterla%&g—extemamlmes&nd—seeretal

be descrlbed in the RFP and shaII be con3|dered in evaluatlng proposals.

6. In evaluating competing proposals, all relevant incremental costs to the
electric utility and its ratepayerscustomers shall be considered-(e-g-these.

These may include transmission costs, distribution costs and system impacts,
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and the reasonably foreseeable balance sheet- and related financial impacts
of competing proposalsy-.

The amountimpact of purchased-powerservice(s) from System Resources
that a utility already has on its system, in terms of reliability and
dispatchability, and the impacts that increasing the amount of purchased
powerservice(s) from new System Resources may have, in terms of
reliability and dispatchability, shall be taken into account in —the— bid
evaluation. _The RFP shall specify the methodology for considering this
effect. Such methodology shall not cause double-counting with the financial
effects discussed in sub-paragraph 6, above, and sub-paragraph 8, below.

The impact of purchased—pewerSystem Resource costs on the utility's
balance sheets, and the potential for resulting utility credit downgrades (and
higher borrowing costs), may be accounted for in the bid evaluation. Where
the utility has to restructure its balance sheet and increase the percentage of
more costly equity financing in order to offset the impacts of purchasing
powerservice(s) from a third party owned System Resource on its balance
sheet, this rebalancing cost shall also be taken into account in evaluating the
total cost of a proposal for a new generating-unitSystem Resource if 1PR-third
party owned, and it may be a requirement that bidders provide all
information necessary to complete these evaluations. The RFP shall describe
the methodology for considering financial effects.

The type and form of non-price threshold criteria shall be identified in the
RFP. _Such threshold criteria may include, among other criteria, the
following:

a. Project development feasibility criteria (e.g., siting status, ability to
finance, environmental permitting status, commercial operation date
certainty, engineering design, fuel supply status, bidder experience,
participant acquisition _strategy, conformance with utility
information assurance and security policies and reliability of the
technology);

b. Project operational viability criteria (e.g., operation and maintenance
plan, financial strength, environmental compliance, and
environmental impact);

C. Operating profile criteria (e.g., dispatching and scheduling,
coordination of maintenance, operating profile such as ramp
rates, and quick start capability); and_

d. Flexibility criteria (e.g., in-service date flexibility, expansion
capability, contract term, contract buy-out options, fuel
flexibility, and stability of the price proposal)._

The weights for each non-price criterion shall be fully specified by the
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utility in advance of the submission of bids, as they may be based on an
iterative process that takes into account the relative importance of each
criterion given system needs and circumstances in the context of a
particular RFP. _"The Commission, however, may approve of less than
full specification prior to issuance of the RFP._ Since the subjectivity
inherent in non-price criteria creates risk of bias and diminution in
bidders' trust of the process, the RFP must specify likely areas of non-
price evaluation, and the evaluation process must be closely monitored
and publicly reported on by the Independent Observer.

EVALUATION OF THE BIDS

1. The evaluation and selection process shall be identified in the RFP, and
may vary based on the scope of the RFP. In some RFP processes, a multi-
stage evaluation process may be appropriate.

2. The electric utility shall document the evaluation and selection process
for each RFP process; for review by the Commission in approving the
outcome of the process (i.e., in approving a-PPAan Agreement or a utility
self-build proposal).

3. A detailed system evaluation process, which uses models and
methodologies that are consistent with those used —in —the —utility's 1RP
processesGrid Needs Assessment, may be used to evaluate bids.  In
anticipation of such evaluation processes, the RFP shall specify the data
required of bidders.

CONTRACT NEGOTIATIONS

1. There may be opportunities to negotiate price and non-price terms to
enhance the value of the contract for the bidder, the utility, and its

charaeteristies.customers. Negotiations shall be monitored and reported
upon by the Independent Observer.

2 contract |t_e|a|et|e||| iR E.*“'I'altles shall Igle ool I Hied, provided-that such

3-2. __ The electric utility may use competitive negotiations among short-listed

bidders._
FAIRNESS PROVISIONS AND TRANSPARENCY
1. The competitive bidding process shall judge all bidders on the merits only.

2. During the bidding process, the electric utility shall treat all bidders,
including any utility affiiateAffiliate, the same in terms of access to
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information, time of receipt of information, and response to questions.

A "closed bidding process" is generally anticipated, rather than an "open
bidding process.” Under one type of closed bidding process, bidders are
informed through the RFP of: (a) the process that will be used to evaluate
and select proposals; (b) the general bid evaluation and selection criteria;
and (c) the proposed forms of PRAsAgreements and other contracts{e-g-
turnkey-contract).. However, bidders shall not have access to the utility's
bid evaluation —models, the —detailed —criteria —used —to —evaluate
bids, or mformatlon contained in proposals submltted by other bldders

If the electric utility chooses to use a closed process:

a. The utility shall provide the Independent Observer, if an
Independent Observer is required, with all the necessary
information to allow the Independent Observer to understand the
model and to enable the Independent Observer to observe the
entire analysis in order to ensure a fair process; and

b. After the utility has selected a bidder, the utility shall meet with
the losing bidder or bidders to provide a general assessment of the
losing bidder's specific proposal if requested by the losing bidder
within seven (7) days of the selection.

The host electric utility shall be allowed to consider its own self-bid
proposals in response to generation—needsGrid Needs identified in its
RFP.

Procedures shall be developed by the utility prior to the initiation of the
bidding process to define the roles of the members of its various project
teams, to outline communications processes with bidders, and to address
confidentiality of the information provided by bidders. Such procedures
shall be submitted in advance to the Independent Observer and the
Commission for comment.

If the IRRIGP process indicates that a competitive bidding process will be
used to acquire a generation—reseureeSystem Resource or a block of
generationreseureesSystem Resources to meet all or a portion of the Grid
Needs, then the utility will indicate, in the submittal of its draft RFP to the
Commission for review, which of the RFP process guidelines will be
followed, the reasons why other guidelines will not be followed in whole or
in part, and other process steps proposed based on good solicitation practice;
provided that the Commission may require that other process steps be
followed.
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If proposed, utility self-build facHitiesprojects or other utility-owned
facilities(e-g—turnkey-facHities),projects, or facHitiesprojects owned by an
affiHateAffiliate of the host utility, are to be compared against +PPthird party
proposals obtained through an RFP process. The Independent Observer shall
monitor the utility's conduct of its RFP process, advise the utility if there are
any fairness issues, and report to the Commission at various steps of the
process, to the extent prescribed by the Commission. _Specific tasks to be
performed by the Independent Observer shall be identified by the utility in
its proposed RFP-_submitted to the Commission for approval. The
Independent Observer will review and track the utility's execution of the RFP
process to ascertain that no undue preference is given to an afftiate Affiliate,
the affiliate’sAffiliate’s bid, or to self-build or other utility-owned facilities.
The Independent Observer's review shall include, to the extent the
Commission or the Independent Observer deems necessary, each of the
following steps, in addition to any steps the Commission or Independent
Observer may add: (a) reviewing the draft RFP and the utility's evaluation
of bids, monitoring communications (and communications protocols) with
bidders; (b) monitoring adherence to codes of conduct, and monitoring
contract negotiations with bidders; (c) assessing the utility's evaluation of
affiliateAffiliate bids, and self-build or other utility-owned facHitiesprojects;
and (d) assessing the utility's evaluation of an appropriate number of other
bids. The utility shall provide the Independent Observer with all requested
information._ Such information may include, without limitation, the utility's
evaluation of the unique risks and advantages associated with the utility self-
build or other utility-owned faeHitiesprojects, including the regulatory
treatment of construction cost variances (both underages and overages) and
costs related —to— equipment performance, contract terms offered to or
required of -bidders -that affect the allocation of risks, and other risks and
advantages of -utility self-build or other utility-owned projects to consumers.
The Independent Observer may validate the criteria used to evaluate
affitateAffiliate bids and self-build or other utility-owned facilities, and the
evaluation of affiliateAffiliate bids and self-build or other utility-owned
facilities._In order to accomplish these tasks, the utility, in conjunction with
the Independent Observer, shall propose methods for making fair
comparisons (considering both cost and risks) between the utility-owned or
self-build facilities and third-party facilities.

Where the electric utility is responding to its own RFP, or is accepting bids
submitted by its afftHatesAffiliates, the utility will take additional steps to
avoid self-dealing in both fact and perception.

a——The following tasks shall be completed -as -a -matter -of -course (i.e.,
regardless of whether the utility or its affihiateAffiliate is seeking to
advance a reseuree-proposal), including: (i) the -utility- shall develop
all bid evaluation criteria, bid selection guidelines, and the
quantitative evaluation models and other information necessary for
evaluation of bids prior to issuance of the RFP; (ii) the utility shall
establish a website for disseminating information to all bidders at the
same time; and (iii) the utility shall develop and follow a Procedures
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Manual, which describes: (1) the protocols for communicating —with

bidders, —the -self-build —team, —and others;

(2) the evaluation process in detail and the methodologies for

undertaking the evaluation process; (3) the documentation forms,

including —logs —for —any —communications —with —bidders; and
ba. (4) other information consistent with the requirements of the

solicitation process.

e———The following tasks shall be completed whenever the utility eits
afftHate-1s seeking to advance a reseureeSystem Resource proposal,
including:
(i) the utility shall submit its self-build eption—te—the

Commissionbid one day in advance of receipt—of-other—bidsthe
deadline specified in the RFP, and provide substantially the same

information in its proposal as other bidders;

eb.  (ii) the utility shall follow the Code of Conduct; and (iii) the utility
shall implement appropriate confidentiality agreements prior to the
issuance of the RFP to guide the roles and responsibilities of utility
personnel.

e.c. The Code of Conduct shall be signed by each utility employee

involved either in advancing the self-build project or implementing
the competitive bidding process, and shall require that:

(1) Whenever staffing and resources permit, the electric utility
shall establish internally a separate project team to undertake
the evaluation, with no team member having any involvement
with the utility self-build option;

(i)  During the RFP design and bid evaluation process, there shall
be no oral or written contacts between the employees
preparing the bid and the electric utility's employees
responsible for bid evaluation, other than contacts authorized
by the Code of Conduct and the RFP;

(ili)  Throughout the bidding process, the electric utility shall
treat all bidders, including its self-build bid and any
electric utility affiliateAffiliate, the same in terms of
access to information, time of receipt of information, and
response to questions.

£d. A company officer, identified to the Independent Observer and
the Commission, shall have the written authority and obligation
to enforce the Code of Conduct. _Such officer shall certify, by
affidavit, Code of Conduct compliance by all employees after

each competitive process ends.

g-e.  Further steps may be considered, as appropriate, or ordered by the
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Commission.

10.  Where the utility seeks to advance its proposed facilities (ke —over
thesein addition to, or instead of other developers—who—may
submitdevelopers’ bids in its RFP);, its proposal must satisfy all the
criteria applicable to non-utility bidders, including but not limited to
providing all material information required by the RFP, and being
capable of implementation.

11. Bids submitted by affiliatesAffiliates shall be held to the same
contractual and other standards as projects advanced by other bidders.

TRANSMISSION INTERCONNECTION AND UPGRADES

1. A winning bidder has the right to interconnect its generationSystem
Resource to the electric utility's transmission and distribution system,
and to have that transmission and distribution upgraded as necessary to
accommodate the output of its generationSystem Resource.

2. With respect to procedures and methodologies for:
a. Designing interconnections;
b. Allocating the cost of interconnections;
C. Scheduling and carrying out the physical implementation of

interconnections;

d. Identifying the need for transmission and distribution upgrades;
e. Allocating the cost of transmission and distribution upgrades; and
f. Scheduling and carrying out the physical implementation of

transmission and distribution upgrades;

the electric utility shall treat all bidders, including its own bid and that
of any affiliateAffiliate, in a comparable manner.

3. Upon the request of a prospective bidder, the electric utility shall provide
general information about the possible interconnection and transmission
and distribution upgrade costs associated with project locations under

consideration by the bidder.
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5.4.  To ensure comparable treatment, the Independent Observer shall review

and monitor the electric utility's policies, methods and implementation
and report to the Commission.

DISPUTE RESOLUTION PROCESS

The Commission will serve as an arbiter of last resort, after the utility, Independent
Observer, and bidders have attempted to resolve any dispute or pending issue. The
Commission will use an informal expedited process to resolve the dispute within thirty
(30) days, as described in Part 111.B.8-7._ There shall be no right to hearing or appeal
from this informal expedited dispute resolution process. The Commission encourages
affected parties to seek to work cooperatively to resolve any dispute or pending issue,
perhaps with the assistance of an Independent Observer, who may offer to mediate but
who has no decision-making authority. The utility and Independent Observer shall
conduct informational meetings with the Commission and

_Consumer Advocate to keep each apprised of issues that arise between or among the
parties.

PARTICIPATION BY THE HOST UTILITY

A. Where the electric utility is addressing a needforfirm-—capacity—in-orderto
address-systemrehabHity-tssues-er-coneerns:system reliability issue or statutory

requirement, the utility shall develop one or more project proposals that are
responsive to the System Resource need identified in the RFP.
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If the utility opts not to agvaneepropose its own project-{i.e-overthose-of other
develepers);, the utility shall request and obtain the Commission's approval. In

making this request, the utility: shall demonstrate why relying on the market to
provide the needed resource is prudent.

Where the RFP process has as its focus something other than a reliability-based
need, the utility may choose (or decline) to advance its own project proposal

her in the £ el il or util oroiect

If the RFP process results in the selection of non-utility (or third-party) projects
to meet a system reliability need or statutory requirement, the utility shall

develop and periodically update #sa Contingency Plan and.—H-hecessary—is
Parallel-Plan-to address the risk that the third-party projects may be delayed or

not completed. \When-submitting-the RFP-to-the Commission|n this situation, the

electric utility shall separately submit, to the extent practical, a description of
such activities and a schedule for carrying them out. Such description shall be
updated as appropriate.

1. The plans may include the identification of milestones for such projects,
and possible steps to be taken if the milestones are not met.
2. Pursuant to the plans, it may be appropriate for the utility to proceed to

develop a sel-build-er-utility-owned project or projects until such action
can no longer be justified as reasonable. The-sel-butd-er utility-owned
project(s) may differ from the project(s) advanced by the utility in the
RFP process, or the resource(s) identified in its ApprovedtRP-PlanGrid
Needs Assessment.

3. The contracts developed for the RFP process to acquire third-party
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resources shall include commercially reasonable provisions that address
delays or non-completion of third-party projects, such as provisions that
identify milestones for the projects, seller (i.e., bidder) obligations, and
utility remedies if the milestones are not met, and may include provisions
to provide the utility with the option to purchase the project under certain
circumstances or events of default by the seller (i.e., the bidder).

. i hall I " lusi ) )

E. A utility may submit more than one proposal or may supply options for a specific
proposal as dictated by the RFP needs, such as submitting variations of a
proposal and/or offering options in a proposal.

VIl. RATEMAKING

A. The costs that an electric utility reasonably and prudently incurs in designing
and administering its competitive bidding processes are recoverable through
rates to the extent reasonable and prudent.

B. The costs that an electric utility incurs in taking reasonable and prudent steps to
implement Paralel-Plans-and-Contingency Plans are recoverable through the
utility's rates, to the extent reasonable and prudent, as part of the cost of
providing reliable service to customers

C. The reasonable and prudent capital costs that are part of an electric utility's
Parallel-RPlans-and Contingency Plans shall be accounted for similar to costs for
planning other capital projects (provided that such accounting treatment shall
not be determinative of ratemaking treatment):

1. Such costs would be accumulated as construction work in progress, and
earrying-costsAFUDC would accrue on such costs. _If the-ParaHel-Plans
or Contingency Plans, as implemented, result in the addition of planned
resources to the utility system, then the costs incurred and acerued
carrying—ehargesrelated AFUDC would be capitalized as part of the
installed resources (i.e., recorded to plant-in-service) and added to rate
base. _The costs would be depreciated over the life of the resource
addition.

2. If implementation of the—ParalelPRlans—or Contingency Plans is
terminated before the resources identified in such plans are placed into
service, the costs incurred and acerued-carrying-chargesrelated AFUDC
included in construction work in progress would be transferred to a
miscellaneous deferred debit account and the balance would be amortized
to expense over five years (or a reasonable period determined by the

Commission), beginning when the-baseplan—resource—is—placed-inte
serdec—-ho—nmestizaten—xponse—wetc-bo—inelndod—ta—tho—iyss
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accrue—on—the—unamortized—miscellaneous—deferred-balancerates that
reflect such amortization expense are effective (when a separate cost
recovery mechanism is effective, or interim or final rates in a general rate
case). Carrying charges, based on the AFUDC rate, would apply monthly
for the costs in the miscellaneous deferred debit account and included in
the miscellaneous deferred debit account until the onset of amortization.
The amortization expense would be included in the utility's revenue
requirement and the unamortized balance would be included in the
utility’s rate base. In the event that a general rate case is replaced by
another Commission approved requlatory process or mechanism, the
utility may recover prudently incurred costs of the Contingency Plans
upon Commission approval through the Commission approved
regulatory process or mechanism. Subject to Commission approval, the
utility may also recover such costs through the EPRM or MPIR
adjustment mechanism, REIP surcharge or other recovery mechanism
until such costs are recovered through effective rates approved in a rate
case or other Commission approved regulatory process or mechanism.

D. The regulatory treatment of utility-owned or self-build facHitiesprojects will be
cost-based, consistent with traditional cost-of-service ratemaking, wherein
prudently incurred capital costs including associated AFUDC and/or carrying
costs are included in rate base; provided that the evaluation of the utility's bid
must account for the possibility that the capital-er—runningoperational costs
actually incurred, and recovered from ratepayerscustomers, over the
plant'sproject’s lifetime, will vary from the levels assumed in the utility's bid.
The utility will not, however, be allowed to recover any capital costs that exceed
the bid amount. Any utility-owned project selected pursuant to the RFP process
will remain subject to prudence review in a subsequent rate proceeding with
respect to the utility's obligation to prudently implement, construct or manage
the project consistent with the objective of providing reliable service at the
lowest reasonable cost._Subject to Commission approval, the utility-owned or
self-build project costs, including operations and maintenance expenses,
deferred costs, and taxes, may also be recovered through the EPRM or MPIR
adjustment mechanism, REIP surcharge or other recovery mechanism, until such
costs are recovered in base rates.

VI, QUALIFYING FACILITIES

A. For any resource to which the competitive bidding requirement does not apply
(due to waiver or exemption), the utility retains its traditional obligation to offer
to purchase capacity and energy from a QF at avoided cost upon reasonable
terms and conditions approved by the Commission.

B. For any resource to which the competitive bidding requirement does apply, the
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utility shall -apply -to -the -commission -to -waive —or —modify —the —time
periods described in Hawaii Administrative Rules § 6-74-1S(c) (1998) for the
utility to -negotiate -with -a -QF -pursuant -to- the -applicable -provisions -of
Hawaii Administrative Rules § 6-74-1S(c) (1998), and upon approval of the
commisstonCommission, the utility's obligation to negotiate with a QF shall be
deferred pending completion of the competitive bidding process.

1. If a non-QF is the winning bidder:

a. A QF will have no PURPA right to supply the resource provided
by a non-QF winning bidder.

b. If a non-QF winner does not supply all the capacity needed by the
utility, or if a need develops between RFPs that will not be
satisfied by an RFP due to a waiver or exemption, a QF, upon
submitting a viable offer, is permitted to exercise its PURPA
rights to sell at avoided cost. _The eemmission'sCommission's
determination of avoided cost will be bounded by the price level
established by the winning non-QF.

2. Where the winning bidder is the utility's self-build option, a QF will not have
a PURPA right to supply the resource provided by the utility's self-build
option.

3. If a QF is the winning bidder, the QF has the right to sell to the electric utility

at its bid price, unless the price is modified in the contract negotiations that
are part of the biddingprocess.
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Chun, Marisa

From: puc@hawaii.gov

Sent: Friday, February 12, 2021 3:25 PM

To: Chun, Marisa

Subject: Hawaii PUC eFiling Confirmation of Filing

[This email is coming from an EXTERNAL source. Please use caution when opening attachments or links in suspicious
email.]

Your eFile document has been filed with the Hawaii Public Utilities commision on 2021 Feb 12 PM 15:24. The mere fact
of filing shall not waive any failure to comply with Hawaii Administrative Rules Chapter 6-61, Rules of Practice and
Procedure Before the Public Utilities Commission, or any other application requirements. Your confirmation number is
MARI21152444695. If you have received this email in error please notify the Hawaii Public Utilities Commission by
phone at 808 586-2020 or email at hawaii.puc@hawaii.gov.
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